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VLRQVZHUHXVHGDVLQGHSHQGHQWYDULDEOHVDQGWRRWKPHDVXUHPHQWVZHUHXVHGDVGHSHQGHQWYDUL
DEOHV7KH5YDOXHVORSHIRUHDFKLQGHSHQGHQWYDULDEOHDQGFRQVWDQWDUHVKRZQIRUHDFKPXOWLSOH
OLQHDUUHJUHVVLRQPRGHO
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7KHGLPHQVLRQVRIWKHRYHUDOOVNXOOSDODWHDQGPDQGLEOHZHUHDOOKLJKO\FRUUHODWHG
ZLWKHLWKHU WKH&0RU0&'RIFHUWDLQ WHHWK7KHKLJKHVWFRUUHODWLRQV 5!
ZHUHEHWZHHQSDODWHOHQJWKDQGFUDQLDOEUHDGWKDQGGLPHQVLRQVRIWKHWKLUGPRODUV
ZLVGRPWHHWKQDPHO\WHHWKDQG
'LVFXVVLRQ
 ,WZDVIRXQGWKDWWRRWKVL]HZDVKLJKO\FRUUHODWHGWRYDULRXVVNXOOGLPHQ
VLRQV0RUHVSHFL¿FDOO\RYHUDOOVNXOOGLPHQVLRQVSDODWDOGLPHQVLRQVDQGPDQGLE
XODUGLPHQVLRQVZHUHKLJKO\FRUUHODWHGWRWKHFURZQPRGXOH&0DQGPHVLRGLVWDO
GLDPHWHU0&'RIYDULRXVWHHWK7KHVHUHVXOWVVXSSRUWWKHLQLWLDOK\SRWKHVLVWKDW
WHHWKVL]HVDQGVNXOOGLPHQVLRQVDUHKLJKO\FRUUHODWHG,QDGGLWLRQWKHVHFRUUHOD

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WLRQVPD\VXJJHVWWKDWWKHGLPHQVLRQVRIWHHWKFRXOGEHSUHGLFWHGEDVHGRQNQRZQ
SUHGLFWLRQVRIVNXOOVL]H
 5HVXOWVVKRZLQJFRUUHODWLRQVDPRQJWRRWKDQGVNXOOGLPHQVLRQVDJUHHZLWK
SUHYLRXV VWXGLHV2QH VWXG\ WKDW VXJJHVWHG D FRUUHODWLRQEHWZHHQ WRRWK VL]H DQG
PDQGLEXODUGLPHQVLRQVZDVVXSSRUWHGE\WKH¿QGLQJVRIWKLVUHVHDUFK0RUHVSH
FL¿FDOO\PDQGLEXODUGLPHQVLRQVZHUHIRXQGWREHKLJKO\FRUUHODWHGWRWKH&0DQG
0&'RIWHHWKDQGU $QRWKHUVWXG\GHYHORSHGWKH0RODU
7RRWK%DVLVPHWKRGZKLFKUHOLHVRQWKHH[LVWHQFHRIDKLJKFRUUHODWLRQEHWZHHQ
PRODUWRRWKVL]HDQGPDQGLEXODUGLPHQVLRQVRWKHUVWXGLHVDOVRIRXQGDFRUUHOD
WLRQEHWZHHQPRODUVL]HDQGGLPHQVLRQVRIWKHPDQGLEOH7KLVFXUUHQWUHVHDUFK
VKRZHGVLPLODU¿QGLQJVQDPHO\IRUWHHWKDQGU 2WKHUVWXGLHV
VHDUFKHG IRU WKH UHODWLRQVKLS EHWZHHQ RYHUDOO IDFH GLPHQVLRQV DQG WHHWK VL]HV
7KHLU¿QGLQJVWKDWIDFHVL]HDQGVKDSHDUHHVVHQWLDOWRGHWHUPLQLQJWHHWKVL]HVSDU
DOOHOWKHUHVXOWVRIWKLVVWXG\7KLVLVPRVWHYLGHQWLQWKDWFUDQLDOGLPHQVLRQVZHUH
IRXQGWREHKLJKO\FRUUHODWHGWRWKH&0RIFHUWDLQWHHWKQDPHO\WHHWKDQGU
 
 ,QIXWXUHVWXGLHVDODUJHUVDPSOHVL]HZRXOGEHDFTXLUHGWRHQVXUHWKDWWKH
UHVXOWVDUHUHSUHVHQWDWLYHRIWKHJUHDWHUSRSXODWLRQ7KHSUHGLFWLRQPRGHOVIURPWKLV
VWXG\ZRXOGEHXVHG WRIXUWKHU LQYHVWLJDWH WKHSRVVLELOLW\RIFUDQLDOSDODWDODQG
PDQGLEXODUGLPHQVLRQVDVSUHGLFWRUVRIWRRWKVL]H,QDGGLWLRQVLQFHWKLUGPRODUV
QDPHO\WHHWKDQGVKRZHGWKHKLJKHVWFRUUHODWLRQVWRVNXOOGLPHQVLRQVPRUH
PHDVXUHPHQWVVXFKDVFURZQOHQJWKDQGURRWOHQJWKRIWKHVHQDPHGWHHWKFRXOGEH
WDNHQ$OVRIXUWKHUVWXGLHVLQYHVWLJDWLQJKRZWKHVHFRUUHODWLRQVFKDQJHWKURXJKRXW
GHYHORSPHQWFRXOGFRQWULEXWHWRPRUHWKRURXJKSUHGLFWLRQPRGHOV
 7KURXJKWKLVVWXG\DQGIXWXUHVWXGLHVVNXOOGLPHQVLRQVFRXOGEHXVHG WR
SUHGLFWDOOWKHGLPHQVLRQVRIHYHU\WRRWK:LWKWKHFXUUHQWO\SUHVHQWPRGHOVXVHGWR
GHWHUPLQHVNXOOVL]HIURPD\RXQJDJHVNXOOGLPHQVLRQVFRXOGEHXVHGWRGHWHUPLQH
WHHWKVL]HV7KHKRSHIRUWKHVHVWXGLHVLVWKDWDOORIWKHPRGHOVFRXOGEHSURJUDPHG
LQWRDFRPSXWHUVRIWZDUHWKDWZRXOGDXWRPDWLFDOO\FDOFXODWHWRRWKGLPHQVLRQVEDVHG
RQVNXOOGLPHQVLRQV7KHVNXOOGLPHQVLRQVZRXOGEHHQWHUHGLQWRWKHFRPSXWHUYLD
DPDFKLQHWKDWVFDQVWKHFKLOG¶VKHDG7KHFRPSXWHUVRIWZDUHZRXOGWKHQXVHWKH
VNXOOGLPHQVLRQVWRFUHDWHDSLFWXUHRIWKHVL]HDQGSODFHPHQWRIHDFKWRRWKDVWKH\
ZRXOGFRPHWRH[LVWLQWKHIXOO\GHYHORSHGPRXWKRIWKHSDWLHQW
6HH5HI
6HH5HI
6HH5HI
6HH5HI

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 7KLVVWXG\ZRXOGKDYHSRWHQWLDODSSOLFDWLRQVLQYDULRXVDUHDVRIGHQWDODQG
PHGLFDOFDUH5HFRUGLQJWKHVNXOOGLPHQVLRQVIURPD\RXQJDJHZRXOGDOORZIRU
WKHFUHDWLRQRIPRUH WKRURXJKKHDOWKUHFRUGV7KLV LQIRUPDWLRQFRXOGEHXVHG LQ
YDULRXVPHGLFDODQGGHQWDODUHDV LQFOXGLQJSUHSDUDWLRQIRUFOHIWSDODWHDQGFOHIW
OLSVXUJHULHV ,QDGGLWLRQ WKHPRGHOVFUHDWHG WRGHWHUPLQH WKH IXWXUHDSSHDUDQFH
RIWKHIXOO\GHYHORSHGPRXWKFRXOGEHXVHGLQQXPHURXVDUHDVRIGHQWLVWU\0RVW
QRWDEO\WKHPRGHOFRXOGEHXVHGLQRUWKRGRQWLFV)RUH[DPSOHWHHWKWKDWZLOOJURZ
LQFURRNHGFRXOGEHDGMXVWHGSULRUWRWKHLUHUXSWLRQE\WKHSODFHPHQWRIVSDFHUVRU
RWKHUDSSOLDQFHV$QRWKHUDSSOLFDWLRQRIWKHPRGHOLQRUWKRGRQWLFVFRXOGEHLQWKH
SUHGLFWLRQRIRYHUFURZGLQJWKLVFRXOGEHDYRLGHGE\WKHH[WUDFWLRQRIFHUWDLQWHHWK
EHIRUHWKHRYHUFURZGLQJFDXVHVRWKHUWHHWKWRFRPHLQFURRNHG7KLVPRGHOFRXOG
DOVREHXWLOL]HGLQJHQHUDOGHQWLVWU\HVSHFLDOO\LQSUHYHQWLYHFDUH)RUH[DPSOHLI
WHHWKDUHWRRFORVHWRJHWKHUWKHOLNHOLKRRGRIGHQWDOFDULHVJUHDWO\LQFUHDVHV,IWKH
PRGHO VKRZV WHHWKFRPLQJ LQ WRRFORVH WRRQHDQRWKHUFDYLWLHVPD\EHDYRLGHG
E\ LQVHUWLQJD VPDOOHUYHUVLRQRI VSDFHUV WRFUHDWHPRUHVSDFH LQEHWZHHQ WHHWK
7KURXJKWKHFUHDWLRQRIDWRRWKSUHGLFWLRQPRGHOPDQ\DSSOLFDWLRQVVXFKDVWKRVH
VWDWHGFRXOGEHLPSOLFDWHG7KLVVWXG\SUHVHQWVXVHIXOLQIRUPDWLRQLQSURFHHGLQJLQ
WKHDGYDQFHPHQWRIWKHGHQWDO¿HOG
5HIHUHQFHV
$UPÀHOG%$DQG9LQ\DUG&-$Q,QWHUVSHFLÀF$QDO\VLVRI5HODWLYH-DZ-RLQW
 +HLJKWLQ3ULPDWHV$P-3K\V$QWKURSRO
%DVV:0DQG0LVVRXUL$UFKDHORJLFDO6RFLHW\+XPDQ2VWHRORJ\$/DERUDWRU\
 DQG)LHOG0DQXDO&ROXPELD0R0LVVRXUL$UFKDHORJLFDO6RFLHW\
&KHQ)7HUDGD.DQG+DQDGD.$QHZPHWKRGRISUHGLFWLQJPDQGLEXODUOHQJWK
 LQFUHPHQWRQWKHEDVLVRIFHUYLFDOYHUWHEUDH$QJOH2UWKRG
)RUVEHUJ&07RRWKVL]HVSDFLQJDQGFURZGLQJLQUHODWLRQWRHUXSWLRQRULPSDFWLRQ
 RIWKLUGPRODUV$PHULFDQ-RXUQDORI2UWKRGRQWLFV	'HQWRIDFLDO2UWKRSHGLFV
+RIIPDQ-,+DQVRQ1)RUFDGD-7UDWKDQ31DQG$PRV:*HWWLQJ/RQJLQWKH
 7RRWK$6WURQJ3RVLWLYH&RUUHODWLRQEHWZHHQ&DQLQH6L]HDQG+HWHUR]\JRVLW\LQ
 $QWDUFWLF)XU6HDOV$UFWRFHSKDOXVJD]HOOD-+HUHG
+XQWHU-3*XDWHOOL6WHLQEHUJ':HVWRQ7&'XUQHU5DQG%HWVLQJHU7.
 0RGHORI7RRWK0RUSKRJHQHVLV3UHGLFWV&DUDEHOOL&XVS([SUHVVLRQ6L]HDQG6\PPHWU\
 LQ+XPDQV3/R621(

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.XPDU9$KLOD6&DQG'HYL67KH6FLHQFHRI$QWHULRU7HHWK6HOHFWLRQIRUD
 &RPSOHWHO\(QGHQWXORXV3DWLHQW$/LWHUDWXUH5HYLHZ-RXUQDORIWKH,QGLDQ
 3URVWKRGRQWLF6RFLHW\
/LX66/LX66DQG%XVFKDQJ3++RZGRHVWRRWKHUXSWLRQUHODWHWRYHUWLFDO
 PDQGLEXODUJURZWKGLVSODFHPHQW"$PHULFDQ-RXUQDORI2UWKRGRQWLFV	
 'HQWRIDFLDO2UWKRSHGLFV-XQ
3ODYFDQ-0DQG'DHJOLQJ'-,QWHUVSHFLÀFDQGLQWUDVSHFLÀFUHODWLRQVKLSVEHWZHHQ
 WRRWKVL]HDQGMDZVL]HLQSULPDWHV-+XP(YRO
9DVDQWKD.XPDU0$KLOD6&DQG6XJDQ\D'HYL67KHVFLHQFHRIDQWHULRUWHHWK
 VHOHFWLRQIRUDFRPSOHWHO\HGHQWXORXVSDWLHQWDOLWHUDWXUHUHYLHZ-RXUQDORI,QGLDQ
 3URVWKRGRQWLF6RFLHW\
:KLWH7'+XPDQ2VWHRORJ\6DQ'LHJR$FDGHPLF3UHVV
$ERXWWKH$XWKRU
0DULD%RWURV&ODVVRIHDUQHGD%6LQ1DWXUDO6FLHQFHVZLWKDPLQRULQ
)UHQFK6KHJUDGXDWHGZLWKKRQRUVDQGDVDPHPEHURI3KL%HWD.DSSD$OSKD
6LJPD1X$OSKD(SVLORQ'HOWDDQG0RUWDU%RDUG,Q$XJXVW0DULDZLOO
HQWHUWKH2KLR6WDWH8QLYHUVLW\&ROOHJHRI'HQWLVWU\´9DULDELOLW\RI7HHWKDQG
6NXOO6L]HLQ6XE$GXOWDQG$GXOW+XPDQVµZDVVSRQVRUHGE\'U:LOOLDP$Q\
RQJH$VVRFLDWH3URIHVVRURI%LRORJ\
7KH(IIHFWRI)RUHLJQ%RUQ:RUNHUVRQ
:DJHVLQWKH/RQJ7HUP&DUH,QGXVWU\
$IBSMPUUF%FMBOFZ
$FFRUGLQJ WR WKH$GPLQLVWUDWLRQ RI$JLQJ WKH SHUFHQWDJH RI$PHULFDQV 
\HDUVRIDJHRUROGHULVSURMHFWHGWRULVHIURPLQWRLQ7KH
DJLQJSRSXODWLRQRIWKH8QLWHG6WDWHVLQFUHDVHVWKHFXUUHQWDQGIXWXUHGHPDQGIRU
ORQJWHUPHOGHUFDUH+RZHYHUWKH86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHV
SUHGLFWVWKHLQFUHDVHGGHPDQGZLOOEHPHWZLWKDGHHSHQHGVKRUWDJHRIIURQWOLQH
ZRUNHUV WR¿OO WKHQHHGVRI WKHDJLQJSRSXODWLRQ7RVDWLVI\ LQFUHDVLQJGHPDQG
SROLF\PD\EHGHVLJQHGWRFUHDWHDSDWKZD\IRULPPLJUDWLRQWRLQFUHDVHWKHVXSSO\
RIODERU
 ,QWKLVVWXG\,FRQVLGHUKRZLPPLJUDWLRQSROLF\FRXOGDIIHFWZDJHVLQKHDOWK
FDUH6SHFL¿FDOO\,DQDO\]HWKHUHODWLRQVKLSEHWZHHQWKHSHUFHQWDJHRIIRUHLJQERUQ
ZRUNHUVLQKHDOWKFDUHDQGWKHZDJHVRIORQJWHUPFDUHSDUDSURIHVVLRQDOV8QGHU
6HH5HIHUHQFHV
6HH5HI
;-859ROXPH-XO\


%FMBOFZ5IF&GGFDUPG'PSFJHO#PSO8PSLFST
VWDQGLQJWKLVUHODWLRQVKLSFDQKHOSLQIRUPSROLF\GHFLVLRQVUHJDUGLQJLPPLJUDWLRQ
DVDPHDQVIRUIXO¿OOLQJWKHQHHGVRIWKHDJLQJSRSXODWLRQ
 ,QWKHIROORZLQJVHFWLRQ,UHYLHZWKHIDFWRUVDIIHFWLQJWKHORQJWHUPFDUH
LQGXVWU\LQFOXGLQJKLJKWXUQRYHUDQGORZZDJHV,DOVRH[SODLQVRPHRIWKHFKDUDF
WHULVWLFVRIIRUHLJQERUQSDUDSURIHVVLRQDOVDQGUHYLHZUHVHDUFKLQWKLV¿HOGRIVWXG\
,QWKH0HWKRGRORJ\VHFWLRQ,GHVFULEHWKHUDWLRQDOHIRUWKHH[SODQDWRU\YDULDEOHV
LQFOXGHGLQP\UHJUHVVLRQDQDO\VLVDVZHOODVFLWHWKHVRXUFHVIURPZKLFK,REWDLQHG
WKHGDWD,SURYLGHWKHHPSLULFDOVSHFL¿FDWLRQDVZHOODVWKHUHVXOWVLQWKHVXEVH
TXHQWVHFWLRQIROORZHGE\DGLVFXVVLRQRIWKHUHVXOWV
%DFNJURXQGDQG/LWHUDWXUH5HYLHZ
 7KH86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHVFRQ¿UPHGWKDWDVKRUW
DJHRI ODERU FXUUHQWO\ H[LVWV LQ WKH ORQJWHUPFDUH LQGXVWU\2QH UHDVRQ IRU WKH
VKRUWDJHLVWKDWWXUQRYHULQWKHORQJWHUPFDUHLQGXVWU\LVKLJK1DWLRQDOVWXGLHVFLWH
WXUQRYHUUDWHVLQQXUVLQJKRPHVEHWZHHQDQG7XUQRYHULVRIWHQGXHWR
MREGLVVDWLVIDFWLRQUHODWHGWRORZZDJHVODFNRIRSSRUWXQLWLHVIRUFDUHHUDGYDQFH
PHQWODFNRIEHQH¿WVDQGDQHJDWLYHRSLQLRQRIWKHW\SHRIMRE,QDGGLWLRQWRWKH
VWUXJJOHWRUHWDLQZRUNHUVWKHSRRORIODERUWKDWWUDGLWLRQDOO\VXSSOLHVWKHPDUNHW
ZRPHQDJHV±LVGLPLQLVKLQJUHODWLYHWRWKHDJLQJSRSXODWLRQ
 2QHZD\WKHVKRUWDJHRIODERUFRXOGEHHDVHGLVLIZDJHVLQFUHDVHEXWWKHUH
DUHUHDVRQVWREHOLHYHZDJHVLQWKLVPDUNHWDUHVWLFN\'HVSLWHWKHSURMHFWHGULVLQJ
GHPDQGIRUORZVNLOOHGKHDOWKFDUHZRUNHUVLWLVSRVVLEOHWKDWZDJHVLQORQJWHUP
FDUHPD\VWD\ORZ:DJHVRISDUDSURIHVVLRQDOVDUHSDUWO\GHWHUPLQHGE\WKHUHLP
EXUVHPHQWSROLFLHVRI0HGLFDUHDQG0HGLFDLG0HGLFDUHDQG0HGLFDLGDFFRXQWIRU
URXJKO\ WKUHH¿IWKVRIH[SHQGLWXUHV7KLV OHDYHVHPSOR\HUVZLWK OLWWOHÀH[LELOLW\
WR FRQWUROZDJHV EHFDXVH WKH UHLPEXUVHPHQW SROLFLHV GHWHUPLQH ³WKH DPRXQW RI
PRQH\SXEOLFDJHQFLHVDQGSULYDWHLQVXUHUVDUHZLOOLQJWRSD\´,IFKDQJHVDUHQRW
,ELG
6HH5HI
,ELG
6HH5HI
6HH5HI
,ELG
,ELG
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PDGHWR0HGLFDUHDQG0HGLFDLGWRLQFUHDVHUHLPEXUVHPHQWVZDJHVRISDUDSURIHV
VLRQDOVPD\QRWULVH7KXVDVGHPDQGULVHVWKHVKRUWDJHFRXOGDFWXDOO\ZRUVHQLI
ZDJHVGRQRWDGMXVW
 $QRWKHUURXWHWRKDQGOLQJWKHVKRUWDJHRIODERUZRXOGEHWRLQFUHDVHWKH
ODERUSRRO WKURXJK LPPLJUDWLRQ8QLWHG6WDWHVKHDOWKFDUHSURYLGHUVKDYHEHJXQ
H[SUHVVLQJ LQWHUHVW LQ VXFKSROLF\ WR LQFUHDVH WKH VXSSO\RI SDUDSURIHVVLRQDOV
&RXQWULHV VXFK DV -DSDQ ,WDO\ DQG*HUPDQ\KDYH LQLWLDWHG LPPLJUDWLRQ VWUDWH
JLHVIRULQFUHDVLQJWKHVXSSO\RIODERULQHDFKFRXQWU\¶VKHDOWKFDUHLQGXVWU\)RU
LQVWDQFH ,WDO\ UHFUXLWVPLJUDQWSDUDSURIHVVLRQDOV IURP3HUX+RZHYHU WKH86
FXUUHQWO\KDVQRSROLF\IRUUHFUXLWLQJPLJUDQWFDUHZRUNHUVIRUWKHORQJWHUPFDUH
LQGXVWU\
 )RUHLJQERUQZRUNHUV FRPSULVHG  SHUFHQW RI SHUVRQDO DQG KRPH FDUH
DLGHVDQGRIQXUVLQJSV\FKRORJ\DQGKRPHKHDOWKDLGHVIURP±
7KHVH ZRUNHUVPLJUDWH SULPDULO\ IURP WKH &DULEEHDQ DQG$WODQWLF ,VODQGV DQG
0H[LFRDQG&HQWUDO$PHULFD7KHDYHUDJHDJHRIIRUHLJQERUQGLUHFWFDUHZRUNHUV
LV\HDUVDQGPRVWRIWKHPKDYHEHHQLQWKHFRXQWU\IRUORQJHUWKDQWKHQDWLRQDO
DYHUDJHRIIRUHLJQERUQSHRSOH6SHFL¿FDOO\RQO\RIIRUHLJQERUQGL
UHFWFDUHZRUNHUVDUULYHGLQWKH86LQWKHSULRUWHQ\HDUV
 7KH UHDVRQV IRU LPPLJUDWLRQ RI SDUDSURIHVVLRQDOV FDQ EH XQGHUVWRRG LQ
WHUPVRISXVKDQGSXOOIDFWRUV3XVKIDFWRUVOHDGDQLQGLYLGXDOWROHDYHWKHKRPH
FRXQWU\6RPHSXVKIDFWRUVWKDWOLNHO\PRWLYDWHZRUNHUVWROHDYHFRXQWULHVLQWKH
&DULEEHDQDQG$WODQWLF,VODQGVDQG0H[LFRDQG&HQWUDO$PHULFDLQFOXGHIHZHUMRE
RSSRUWXQLWLHVGLVVDWLVIDFWLRQZLWKWKHKRPHJRYHUQPHQWDQGORZHUZDJHV3XOO
IDFWRUVHQFRXUDJHPLJUDWLRQWRWKHKRVWFRXQWU\EHFDXVHRIWKHSHUFHLYHGEHQH¿WV
DYDLODEOHLQWKHKRVWFRXQWU\)RUPLJUDQWZRUNHUVZKRHQWHUWKHORQJWHUPFDUH
LQGXVWU\ SXOO IDFWRUV LQFOXGH MRERSSRUWXQLWLHV DYDLODEOH EHFDXVHRI LQFUHDVLQJ
GHPDQGDQGVKRUWDJHRIQDWLYHODERUDQGKLJKHUZDJHVUHODWLYHWRZDJHVLQWKH
KRPH FRXQWU\7KH DELOLW\ WRZRUN GLUHFWO\ZLWK WKH HOGHUO\PD\ DOVRPRWLYDWH
IRUHLJQERUQZRUNHUVWRPLJUDWHRIHPSOR\HUVUHSRUWHGWKDWLPPLJUDQWZRUN
,ELG
,ELG
6HH5HI
6HH5HI
6HH5HI
,ELG

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HUVDUHDGYDQWDJHRXVEHFDXVHWKH\DUH³FRPPLWWHGWRFDULQJDQGUHVSHFWIXOWRROGHU
FOLHQWV´
 0DUWLQHWDO¿QGHYLGHQFHWKDWIRUHLJQERUQZRUNHUVDFWXDOO\HDUQKLJKHU
ZDJHV LQ ORZVNLOOHG ORQJWHUPFDUHSRVLWLRQV ,Q DZHE VXUYH\RIQXUV
LQJKRPHDVVLVWHGUHVLGHQWLDOFDUHHPSOR\HUVVWURQJO\GLVDJUHHGWKDWIRUHLJQERUQ
ZRUNHUVZHUHDGYDQWDJHRXVIRUWKHUHDVRQWKDWWKH\DFFHSWORZHUZDJHVWKDQQD
WLYHZRUNHUV,QIDFWIURP±IRUHLJQERUQQXUVLQJSV\FKLDWULFDQGKRPH
KHDOWK DLGHV HDUQHG DQ DYHUDJH RI ZHHNO\ FRPSDUHG WR QDWLYH HDUQLQJV RI
$ VLPLODU GLVFUHSDQF\ H[LVWV DPRQJ SHUVRQDO DQG KRPH FDUH DLGHV ,W LV
SRVVLEOHWKDWWKHUHDUHDFWXDOO\WZRODERUPDUNHWVLQWKHORQJWHUPFDUHLQGXVWU\
DKLJKTXDOLW\DQGDORZTXDOLW\PDUNHW)RUHLJQERUQZRUNHUVPD\IDOOSULPDULO\
LQWKHKLJKTXDOLW\PDUNHW0\DQDO\VLVGLIIHUVIURPWKDWRI0DUWLQHWDOLQWKDW,
FRQVLGHUWKHHIIHFWRIWKHIRUHLJQERUQZRUNHUVRQWKHRYHUDOOZDJHVLQWKHLQGXV
WU\E\VWDWHUDWKHUWKDQORRNLQJVHSDUDWHO\DWWKHZDJHVRIIRUHLJQERUQDQGQDWLYH
ZRUNHUV0\DQDO\VLVGRHVQRWDFFRXQWIRUWKHSRVVLELOLW\RIGLVWLQFWKLJKTXDOLW\
DQGORZTXDOLW\PDUNHWVLQWKHLQGXVWU\
 6KRXOGWKH86SXUVXHSROLF\WRUHFUXLWPLJUDQWZRUNHUVDQLQFUHDVLQJSHU
FHQWDJHRILPPLJUDQWVPD\HQWHUWKHORQJWHUPFDUHLQGXVWU\,DPLQWHUHVWHGLQ
KRZWKLVLQFUHDVLQJVKDUHRIIRUHLJQERUQZRUNHUVFRXOGDIIHFWZDJHVLQWKH¿HOG
,DQDO\]HUHFHQWVWDWHOHYHOGDWDWRFRQVLGHUWKLVUHODWLRQVKLSZLWKWKHLQWXLWLRQWKDW
DQ\FXUUHQWHIIHFWVFRXOGEHPDJQL¿HGLILPPLJUDWLRQSROLF\LVDGRSWHG,IIRUHLJQ
ERUQZRUNHUVDUHZLOOLQJWRDFFHSWORZHUZDJHVWKDQQDWLYHZRUNHUVWKHUHVKRXOG
EHDQHJDWLYHUHODWLRQVKLSEHWZHHQWKHSHUFHQWDJHRIIRUHLJQERUQSDUDSURIHVVLRQ
DOVDQGZDJHVLQWKHVHKHDOWKFDUHUROHVKROGLQJDOOHOVHFRQVWDQW:KLOH,ZDVXQ
DEOHWRORFDWHDQ\SUHYLRXVUHVHDUFKVSHFL¿FDOO\LQWHUPVRIORQJWHUPORZVNLOOHG
KHDOWKFDUHZRUNHUV.DHVWQHUDQG.DXVKDOSHUIRUPHGDVLPLODUDQDO\VLVRQWKHUHOD
WLRQVKLSEHWZHHQWKHSHUFHQWDJHRIIRUHLJQERUQUHJLVWHUHGQXUVHVRQRYHUDOOZDJHV
RIUHJLVWHUHGQXUVHV.DHVWQHUDQG.DXVKDOXVHUHJUHVVLRQDQDO\VLVDQG,EDVHP\
HPSLULFDOPRGHORQWKHRQHXVHGE\WKHVHUHVHDUFKHUV
,ELG
,ELG
,ELG
,ELG
,ELG
6HH5HI
6HH5HI
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0HWKRGRORJ\
(FRQRPLF0RGHO
 7KHZDJHVRI IURQWOLQHZRUNHUV LQ WKH ORQJWHUPFDUH LQGXVWU\ VKRXOGEH
DIIHFWHGE\ERWKVXSSO\DQGGHPDQGIDFWRUV$VWKHVXSSO\RIZRUNHUVLQFUHDVHV
EDVLFHFRQRPLFWKHRU\SUHGLFWVWKDWZDJHVZLOOGHFUHDVH2QWKHFRQWUDU\DVGH
PDQGIRUZRUNHUVLQFUHDVHVZDJHVVKRXOGLQFUHDVH7KHGHSHQGHQWYDULDEOHLQP\
DQDO\VLV LV WKHZDJHRI IURQWOLQHZRUNHUVZLWKRXW GLVWLQFWLRQEHWZHHQKLJK DQG
ORZTXDOLW\ZRUNHUV
&KDUWV	7KHUHPD\EHWZRODERUPDUNHWVIRUKHDOWKFDUHSDUDSURIHVVLRQDOV7KHUHDUHUHDVRQV
WREHOLHYHWKDWIRUHLJQERUQZRUNHUVIDOOSULPDULO\LQWKHKLJKTXDOLW\ODERUPDUNHW$QLQFUHDVH
LQWKHVXSSO\RIKLJKTXDOLW\ZRUNHUVZLOOFDXVHZDJHVWRIDOOLQWKDWPDUNHWEXWDZHLJKWHGDYHU
DJHRIWKHWZRZDJHVFRXOGLQFUHDVHGXHWRDODUJHUDPRXQWRIZRUNHUVHDUQLQJWKHKLJKTXDOLW\
ZDJH
 $VWKHDPRXQWRIHPSOR\HGIURQWOLQHZRUNHUVLQFUHDVHVZDJHVVKRXOGGH
FUHDVHGXHWRWKHODUJHUVXSSO\,PHDVXUHWKHVXSSO\RIIURQWOLQHZRUNHUVE\WDNLQJ
WKHDPRXQWRIKRPHKHDOWKDLGHVDQGQXUVLQJDLGHVDVDSHUFHQWDJHRIWKHVWDWHSRS
XODWLRQ$VWKLVLQFUHDVHVLWLVDQWLFLSDWHGWKDWZDJHVZLOOGHFUHDVH/RRNLQJWRWKH
IRUHLJQERUQVXSSO\RIIURQWOLQHZRUNHUV,FRQVLGHUWKHSHUFHQWDJHRIIRUHLJQERUQ
SHRSOHLQHDFKVWDWHZLWKDKLJKVFKRROGHJUHHRUOHVV,WLVH[SHFWHGWKDWZDJHVZLOO
6HH5HI
:DJH
0DUNHWIRU+LJK4XDOLW\
3DUDSURIHVVLRQDOV
:
:
:
4XDQWLW\RI/DERU
6
6
'






6XSSO\RI
SDUDSURIHVVLRQDOV
'HPDQGIRUSDUD
SURIHVVLRQDOV
,QFUHDVHGVXSSO\
RIKLJKHUTXDOLW\
SDUDSURIHVVLRQDOV
YLDLPPLJUDWLRQ
4
4
4

:DJH
0DUNHWIRU/RZ4XDOLW\
3DUDSURIHVVLRQDOV
:
4XDQWLW\RI/DERU
6
'



6XSSO\RI
SDUDSURIHVVLRQDOV
'HPDQGIRUSDUD
SURIHVVLRQDOV
4

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GHFUHDVHZLWKDODUJHUDPRXQWRIORZVNLOOHGIRUHLJQERUQZRUNHUV7KLVLVEHFDXVH
IURQWOLQHSRVLWLRQVWUDGLWLRQDOO\GRQRWUHTXLUHFROOHJHHGXFDWLRQDQGORZVNLOOHG
IRUHLJQERUQZRUNHUVLQFUHDVHWKHRYHUDOOVXSSO\RIORZVNLOOHGZRUNHUV
 2QWKHGHPDQGVLGH,PHDVXUHWKHSURSRUWLRQRIWKHSRSXODWLRQWKDWLV
\HDUVRIDJHRUROGHU:KHQGHPDQGIRUORQJWHUPFDUHLVKLJKZHH[SHFWDKLJKHU
SULFHRIODERU,QWKLVZD\DQLQFUHDVHLQWKHROGHUSRSXODWLRQVKRXOGLQFUHDVHGH
PDQGDQGWKHUHIRUHOHDGWRLQFUHDVLQJZDJHV7KH%/6LGHQWL¿HVDQLQGHSHQGHQW
OLYLQJGLI¿FXOW\DVDFRPPRQFKDUDFWHULVWLFRISDWLHQWVQHHGLQJORQJWHUPFDUH$
PRUHSUHFLVHHVWLPDWHRIGHPDQGIRUKHDOWKSDUDSURIHVVLRQDOVLVWKHSHUFHQWDJHRI
WKHSRSXODWLRQDWOHDVW\HDUVRIDJHZLWKGLI¿FXOWLHVLQLQGHSHQGHQWOLYLQJ$Q
LQFUHDVHLQWKLVSHUFHQWDJHVKRXOGLQFUHDVHZDJHV
 7KHH[SODQDWRU\YDULDEOH,DPPRVWLQWHUHVWHGLQLVWKHSHUFHQWDJHRIIURQW
OLQHZRUNHUVWKDWLVIRUHLJQERUQ,IWKHVHZRUNHUVDUHZLOOLQJWRDFFHSWORZHUZDJ
HVDQLQFUHDVHLQWKLVSHUFHQWDJHPD\GHFUHDVHPHGLDQZDJHV+RZHYHULIWKHVH
ZRUNHUV DUHYDOXHGPRUHKLJKO\E\HPSOR\HUV IRU UHDVRQV LQFOXGLQJ ORQJHU WHQ
XUHWKHUHFRXOGLQIDFWEHWZRPDUNHWVIRUKHDOWKSDUDSURIHVVLRQDOV$QLQFUHDVH
LQWKHSHUFHQWDJHIRUHLJQERUQRIDOOSDUDSURIHVVLRQDOVVKRXOGFDXVHZDJHVLQWKH
KLJKTXDOLW\PDUNHWWRGHFUHDVHGXHWRWKHVKLIWRXWLQVXSSO\+RZHYHUWKLVFRXOG
DOVRLQFUHDVHWKHZHLJKWHGDYHUDJHRIZDJHVLQWKHWZRPDUNHWVE\LQFUHDVLQJWKH
DPRXQWRIZRUNHUVHDUQLQJKLJKHUZDJHV
'DWD
 ,QP\DQDO\VLV,IRFXVRQWKHORZVNLOOHGKHDOWKFDUHSRVLWLRQVLQORQJWHUP
FDUH7ZRRFFXSDWLRQV FRPPRQO\ LGHQWL¿HG DV ORZVNLOOHG KHDOWK FDUH SRVLWLRQV
DUH+RPH+HDOWK$LGHVDQG1XUVLQJ$LGHV2UGHUOLHVDQG$WWHQGDQWV7KHVH
RFFXSDWLRQVDUHUHSUHVHQWDWLYHRIIURQWOLQHSRVLWLRQVLQORQJWHUPKHDOWKFDUHQRW
UHTXLULQJDEDFKHORU¶VGHJUHH ,REWDLQHG WKHZDJHGDWD IURP WKH2FFXSDWLRQDO
(PSOR\PHQW6WDWLVWLFVIURPWKH%XUHDXRI/DERU6WDWLVWLFV7KHDYHUDJHRIWKHWZR
PHGLDQKRXUO\ZDJHVRYHUWKH\HDUSHULRGLV,FRQWUROIRUUHJLRQDOYDULD
WLRQLQFRQVXPHUSULFHVE\GLYLGLQJHDFKPHGLDQZDJHE\WKHDQQXDO&3,E\UHJLRQ
REWDLQHG IURP WKH%/6 IRU HDFK\HDU ± , XVHG WKH DYHUDJHRI WKHVH
ZDJHVDGMXVWHGIRULQÀDWLRQDVWKHUHVSRQVHYDULDEOHLQP\UHJUHVVLRQDQDO\VLV$
PDMRUVKRUWFRPLQJRIP\DQDO\VLVLVWKDW,GRQRWDFFRXQWIRUTXDOLW\GLVWLQFWLRQV
6HH5HI
,ELG
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ZLWKLQWKHORZVNLOOHGKHDOWKFDUH¿HOG:KLOHP\HFRQRPLFPRGHODVVXPHVWKHH[
LVWHQFHRIWZRPDUNHWVIRUIURQWOLQHZRUNHUVP\GDWDGRHVQRWFDSWXUHWKLVGLVWLQF
WLRQ
7DEOH6XPPDU\6WDWLVWLFV     
1XPEHURI
2EVHUYDWLRQV 0HDQ
6WDQGDUG
'HYLDWLRQ
0LQL
PXP 0D[LPXP
'(3(1'(179$5,$%/(
$YHUDJH+RXUO\:DJH+RPH
KHDOWKDLGHVDQGQXUVLQJDLGHV     
(;3/$1$725<9$5,$%/(6
7RWDOVWDWHSRSXODWLRQ     
3HUFHQWDJHIRUHLJQERUQRIDOO
ZLWKKLJKVFKRROGHJUHHRUOHVV     
3HUFHQWDJHIRUHLJQERUQRIDOO
ZRUNHUVLQKHDOWKVHUYLFHVLQGXVWU\    
0HGLDQ++,QFRPH     
3HUFHQWDJHRISRSXODWLRQLQRF
FXSDWLRQVKRPHKHDOWKDLGHVDQG
QXUVLQJDVVWV     
3URSRUWLRQRISRSXODWLRQ     
3URSRUWLRQRIZLWKLQGHSHQ
GHQWOLYLQJGLI¿FXOW\     

 6HYHUDOYDULDEOHVWKDWVKRXOGDIIHFWVXSSO\RIIURQWOLQHZRUNHUVLQFOXGHWKH
SHUFHQWDJHRI ORZVNLOOHGSHRSOH WKDW LVIRUHLJQERUQDQGWKHUDWLRRIZRUNHUV LQ
HGXFDWLRQDOVHUYLFHVDQGKHDOWKFDUHDQGVRFLDODVVLVWDQFHRYHUWKHSRSXODWLRQ,
XVHGDWDIURPWKH$PHULFDQ&RPPXQLW\6XUYH\WRREWDLQWKHSHUFHQWDJHRIIRUHLJQ
ERUQE\VWDWHDVZHOODVWKHHGXFDWLRQDODWWDLQPHQWRIIRUHLJQERUQUHVLGHQWV6SH
FL¿FDOO\,XVHVWDWHOHYHOGDWDIURPWKHWDEOHWLWOHG6HOHFWHG&KDUDFWHULVWLFVRIWKH
QDWLYHDQGIRUHLJQERUQSRSXODWLRQV±\HDUHVWLPDWHVIRUDQG
,FDWHJRUL]HOHVVVNLOOHGIRUHLJQERUQUHVLGHQWVDVWKHSHUFHQWDJHRIDOOSHRSOH
\HDUVRUROGHUZLWKDKLJKVFKRROGHJUHHRUOHVVWKDWLVIRUHLJQERUQ
 7KHYDULDEOHV,XVHDVPHDVXUHVRIGHPDQGDUHWKHSURSRUWLRQRIWKHSRSXOD
WLRQWKDWLVDWOHDVW\HDUVROGDQGWKHSHUFHQWDJHRIWKHVHLQGLYLGXDOVZLWKDGLI
¿FXOW\LQLQGHSHQGHQWOLYLQJ,REWDLQHGGDWDRQERWKRIWKHVHH[SODQDWRU\YDULDEOHV

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IURPWKH$&6±7KHDYHUDJHSHUFHQWDJHRI$PHULFDQV\HDUVRUROGHU
LVSHUFHQWZKLFKLVFRQVLVWHQWZLWKWKH$GPLQLVWUDWLRQRI$JLQJ¶V¿QGLQJWKDW
WKLVQXPEHUZDVSHUFHQW LQ7KHDYHUDJHSHUFHQWDJHRI WKHVHFLWL]HQV
ZLWKDQLQGHSHQGHQWOLYLQJGLI¿FXOW\LVSHUFHQW
 7KHH[SODQDWRU\YDULDEOHRIPRVWLQWHUHVWLQP\UHVHDUFKLVWKHSHUFHQWDJH
IRUHLJQERUQRIDOOZRUNHUVLQORQJWHUPFDUH8QIRUWXQDWHO\,ZDVXQDEOHWRORFDWH
GDWD DW WKH RFFXSDWLRQDO OHYHO VR , XVH GDWD RQ WKH LQGXVWU\ OHYHO+RPHKHDOWK
DQGQXUVLQJDLGHVDUHLQWKHLQGXVWU\FDOOHG(GXFDWLRQDOVHUYLFHVKHDOWKFDUHDQG
VRFLDODVVLVWDQFH&HQVXVGDWDIURPWKH$PHULFDQ&RPPXQLW\6XUYH\SURYLGHVWKH
LQIRUPDWLRQQHFHVVDU\IRUFDOFXODWLQJWKHSHUFHQWDJHRIHPSOR\HHVLQWKHLQGXVWU\
(GXFDWLRQDOVHUYLFHVKHDOWKFDUHDQGVRFLDODVVLVWDQFHWKDWLVIRUHLJQERUQ,¿QG
DQDYHUDJHRISHUFHQWRIZRUNHUVLQWKLVLQGXVWU\EHLQJIRUHLJQERUQ+RZHYHU
WKLVLVOLNHO\DQXQGHUHVWLPDWHRIWKHWUXHYDOXH0DUWLQHWDO¿QGVWKHDYHUDJHWR
EHDSSUR[LPDWHO\ZKLOHWKH%/6&XUUHQW3RSXODWLRQ6XUYH\0DUFK6XSSOH
PHQWVKRZVWKHSHUFHQWWREHEHWZHHQDQG(YHQWKHPD[LPXPYDOXH
LQP\GDWDGRHVQRWFDSWXUHWKHUDQJHUHSRUWHGLQWKH0DUFK6XSSOHPHQW
8QIRUWXQDWHO\,FRXOGQRWDFFHVVWKLVGDWDQHLWKHUIURPWKH0DUFKVXSSOHPHQWQRU
WKH$&6VRWKLVLVFHUWDLQO\DOLPLWDWLRQRIP\DQDO\VLV
(PSLULFDO0RGHODQG5HVXOWV
 8VLQJDORJORJUHJUHVVLRQ,DQDO\]HWKHGHWHUPLQDQWVRIZDJHVDGMXVWHG
E\UHJLRQDO&3,RIKRPHKHDOWKDLGHVDQGQXUVLQJDLGHV,XVHGXPP\YDULDEOHV
WRDFFRXQWIRUUHJLRQDOGLIIHUHQFHVLDQG\HDUGLIIHUHQFHVW$VSUHYLRXVO\PHQ
WLRQHG,EDVHP\PRGHORQWKHPRGHOWKDW.DHVWQHUDQG.DXVKDOXVHWRH[DPLQH
WKHUHODWLRQVKLSEHWZHHQWKHSHUFHQWDJHRIIRUHLJQERUQQXUVHVRQRYHUDOOZDJHVRI
QXUVHV
:DJHVLW ƠơIRUHLJQERUQRIDOOSDUDSURIHVVLRQDOVLWơWRWDOVWDWHSRSX
ODWLRQLWơPHGLDQKRXVHKROGLQFRPHLWơIRUHLJQERUQRIDOO+6GHJUHHRU
OHVVLWơRISRSXODWLRQKRPHKHDOWKDQGQXUVLQJDLGHVLWơRISRSXOD
WLRQLWơRIZLWKGLIÀFXOW\LQLQGHSHQGHQWOLYLQJLW[C
6HH5HI
6HH5HI

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,IIRUHLJQERUQSDUDSURIHVVLRQDOVDUHZLOOLQJWRDFFHSWDORZHUZDJHWKDQDUHQDWLYH
ZRUNHUV,H[SHFWDQHJDWLYHUHODWLRQVKLSEHWZHHQWKHSHUFHQWDJHIRUHLJQERUQRIDOO
SDUDSURIHVVLRQDOV DQGZDJHV+RZHYHUSUHYLRXV UHVHDUFK LQGLFDWHV IRUHLJQERUQ
ZRUNHUVLQWKHGLUHFWFDUHHDUQKLJKHUZDJHV,IP\DQDO\VLVVXSSRUWVWKLV¿QGLQJ
,H[SHFWDSRVLWLYHUHODWLRQVKLS
7DEOH(PSLULFDO5HVXOWVRI/RJ/RJ5HJUHVVLRQ$QDO\VLV
(VWLPDWHVRIWKHDVVRFLDWLRQEHWZHHQWKHORJZDJHVRISDUDSURIHVVLRQDOVDQGWKHORJRIIRU
HLJQERUQSDUDSURIHVVLRQDOV
/RJ([SODQDWRU\9DULDEOHV $OO9DULDEOHV :LWKRXW'HPDQG9DULDEOHV
3HUFHQWDJHIRUHLJQERUQRIDOO
ZLWKKLJKVFKRROGHJUHHRUOHVV  
 
3HUFHQWDJHIRUHLJQERUQRIDOOZRUN
HUVLQKHDOWKVHUYLFHVLQGXVWU\  
 
3HUFHQWDJHRISRSXODWLRQLQRFFXSD
WLRQVKRPHKHDOWKDLGHVDQGQXUVLQJ
DVVWV  
 
0HGLDQ++,QFRPH 

7RWDOSRSXODWLRQ 

3URSRUWLRQRILQWRWDOVWDWHGDWD 

3URSRUWLRQRI\HDUVZLWKLQGH
SHQGHQWOLYLQJGLI¿FXOW\LQWRWDO
VWDWHGDWD 

$GMXVWHG5  
6HH5HI

%FMBOFZ5IF&GGFDUPG'PSFJHO#PSO8PSLFST
1RWHV)LJXUHVLQHDFKFROXPQDUHEDVHGRQDVLQJOHUHJUHVVLRQZLWKWKHORJDYHUDJHZDJHRI
KRPHKHDOWKDLGHVDQGQXUVLQJDLGHVDGMXVWHGE\UHJLRQDO&3,DVWKHGHSHQGHQWYDULDEOH7KH
UHJUHVVLRQFRQWUROVIRU\HDUDQGUHJLRQDOHIIHFWVHVWLPDWHVQRWVKRZQ
S S S 
 
 ,REVHUYHDVWDWLVWLFDOO\VLJQL¿FDQWDQGSRVLWLYHUHODWLRQVKLSEHWZHHQWKHSHU
FHQWDJHIRUHLJQERUQRIDOOSDUDSURIHVVLRQDOV:KLOHWKHHIIHFWLVVPDOOȕ LW
LVKLJKO\VWDWLVWLFDOO\VLJQL¿FDQWDWWKHOHYHO0\DQDO\VLVGRHVQRWGLIIHUHQWLDWH
EHWZHHQ WKH WZR ODERUPDUNHWVEDVHGRQ ODERUTXDOLW\PDNLQJ LWXQFOHDUH[DFWO\
KRZWRLQWHUSUHWWKHSRVLWLYHFRHI¿FLHQW&RQVLVWHQWZLWK0DUWLQHWDO¶V¿QGLQJWKDW
IRUHLJQERUQSDUDSURIHVVLRQDOVHDUQKLJKHUZDJHVWKDQWKHLUQDWLYHFROOHDJXHVWKH
SRVLWLYHFRHI¿FLHQWFRXOGUHÀHFWKLJKHUZDJHVRIRQO\IRUHLJQERUQZRUNHUV2Q
WKHRWKHUKDQGLWLVSRVVLEOHWKDWWKHGLUHFWLRQRIWKHUHODWLRQVKLSEHWZHHQZDJHV
DQGSHUFHQWDJHIRUHLJQERUQLVUHYHUVHG3HUKDSVWKHSRVLWLYHUHODWLRQVKLSLQGLFDWHV
WKHWHQGHQF\RIIRUHLJQERUQZRUNHUVWROLYHLQVWDWHVZLWKKLJKHUZDJHV)XUWKHU
UHVHDUFKVKRXOGEHFRQGXFWHGWRHQKDQFHNQRZOHGJHRIWKHHIIHFWRIWKHSHUFHQWDJH
RIIRUHLJQERUQFDUHJLYHUVRQZDJHV
 /RJORJUHJUHVVLRQDQDO\VLVRIP\GDWDUHYHDOVDQHJDWLYHUHODWLRQVKLSEH
WZHHQGHPDQGDQGZDJHV0\SULPDU\GHPDQGYDULDEOHLVWKHSHUFHQWDJHRIFLWL
]HQV\HDUVRIDJHRUROGHUZLWKDQLQGHSHQGHQWOLYLQJGLI¿FXOW\7KHFRHI¿FLHQW
RQWKLVYDULDEOHLVLQGLFDWLQJWKDWDSHUFHQWLQFUHDVHLQGHPDQGFRUUHVSRQGV
ZLWKDSHUFHQWGHFUHDVHLQZDJHV7KLVLVFRXQWHULQWXLWLYHEHFDXVHZDJHVVKRXOG
LQFUHDVHDVGHPDQGLQFUHDVH2QHUHDVRQIRUWKLVUHVXOWFRXOGEHUHODWHGWRWKHIDFW
WKDWZDJHVDUHGHWHUPLQHGLQSDUWE\0HGLFDUHDQG0HGLFDLGUHLPEXUVHPHQWSROL
FLHV$OLPLWDWLRQRIP\DQDO\VLVLVWKDWZKLOH,XVHGXPP\YDULDEOHVWRFRQWUROIRU
UHJLRQDOGLIIHUHQFHV,GRQRWDFFRXQWIRUVWDWHOHYHOYDULDWLRQVLQUHLPEXUVHPHQW
SROLFLHV7KXV,IDLOWRFDSWXUHWKHHIIHFWVRIGLIIHULQJVWDWHUDWHVRQZDJHV
 $QRWKHUSRVVLEOHH[SODQDWLRQLVWKDWWKHQHJDWLYHUHODWLRQVKLSEHWZHHQGH
PDQGDQGZDJHVLVDFWXDOO\UHÀHFWLYHRIWKHUROHRIPHGLDQKRXVHKROGLQFRPHRQ
ZDJHV0\UHJUHVVLRQRXWSXWUHYHDOVDVLJQL¿FDQWSRVLWLYHUHODWLRQVKLSȕ 
EHWZHHQZDJHVDQGPHGLDQ LQFRPH7KXVZDJHVRISDUDSURIHVVLRQDOV WHQG WREH
KLJKHULQVWDWHVZLWKKLJKHUPHGLDQLQFRPHV)XUWKHUPRUH,¿QGDPRGHUDWHQHJD
WLYHFRUUHODWLRQU EHWZHHQWKHSHUFHQWDJHRIFLWL]HQV\HDUVRIDJHRU
ROGHUZLWK DQ LQGHSHQGHQW OLYLQJ GLI¿FXOW\ DQGPHGLDQ KRXVHKROG LQFRPH7KLV
VXJJHVWVWKDWVWDWHVZLWKORZHUPHGLDQLQFRPHVDUHPRUHOLNHO\WRKDYHKLJKHUGH
PDQGIRUORQJWHUPFDUHEXWDOVRKDYHORZHUZDJHV
,ELG
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'LVFXVVLRQ
 7KLVUHVHDUFKVKRZVDSRVLWLYHUHODWLRQVKLSEHWZHHQWKHVKDUHRIIRUHLJQ
ERUQZRUNHUV LQGLUHFW ORQJWHUPFDUHDQGZDJHV LQ WKH LQGXVWU\$VKRUWFRPLQJ
RIP\DQDO\VLVLVWKDWWKHGLVWLQFWLRQEHWZHHQWZRODERUPDUNHWVLVQRWFRQVLGHUHG
%HFDXVH,GRQRWGLIIHUHQWLDWHZDJHVRIIRUHLJQERUQZRUNHUVYHUVXVQDWLYHZRUN
HUVWKHSRVLWLYHUHODWLRQVKLS,¿QGFDQEHLQWHUSUHWHGLQDIHZZD\V)RUHLJQERUQ
ZRUNHUVLQWKLV¿HOGHDUQRQDYHUDJHKLJKHUZDJHVWKDQWKHLUQDWLYHFRXQWHUSDUWV
7KLVVXJJHVWVWKHUHDUHWZRODERUPDUNHWVIRUSDUDSURIHVVLRQDODQGIRUHLJQERUQ
ZRUNHUVIDOOLQWKHKLJKTXDOLW\PDUNHW(PSOR\HUVLQWKHLQGXVWU\OLVWHGSHUVRQDOLW\
DQGDWWLWXGHWRZDUGWKHHOGHUO\VWURQJZRUNHWKLFDQGORQJHUWKDQDYHUDJHWHQXUHDV
WKHPDLQDGYDQWDJHVRIIRUHLJQERUQSDUDSURIHVVLRQDOV3HUKDSVWKHPRVWH[SOLFLW
XQGHUVWDQGLQJRIWKHKLJKHUZDJHVHDUQHGE\IRUHLJQERUQSDUDSURIHVVLRQDOVLVWKHLU
ORQJHUWKDQDYHUDJHWHQXUH,QD¿HOGZLWKKLJKWXUQRYHUDQWLFLSDWHGORQJWHQXUH
LVOLNHO\YDOXHGE\HPSOR\HUV7XUQRYHULVFRVWO\WRHPSOR\HUV,QIDFW=DKUWHVWL
PDWHGWKHDYHUDJHFRVWRIUHSODFLQJDKRPHFDUHZRUNHUWREH(PSOR\HUV
PD\EHZLOOLQJWRSD\DSUHPLXPWRKLUHZRUNHUVWKH\EHOLHYHZLOOVWD\LQWKHUROH
ORQJHU,QWKLVZD\IRUHLJQERUQZRUNHUVPD\EHSHUFHLYHGDVKLJKTXDOLW\DQGWKXV
UHFHLYHKLJKHUZDJHV
 7RWKHH[WHQW WKHUHDUH WZRODERUPDUNHWV WKHSRVLWLYHUHODWLRQVKLS,¿QG
LPSOLHVRYHUDOOKLJKHUZDJHVGXHWRDODUJHUQXPEHURIWKHZRUNHUVUHFHLYLQJWKH
KLJKTXDOLW\ZDJH8VLQJWKLVLQWHUSUHWDWLRQP\UHVXOWVVXJJHVWWKDWLPPLJUDWLRQ
SROLF\GHVLJQHGWRLQFUHDVHWKHVXSSO\RISDUDSURIHVVLRQDOVFRXOGDFWXDOO\OHDGWR
LQFUHDVLQJZDJHV$QDUJXPHQWFRXOGWKHQEHPDGHLQIDYRURIDGRSWLQJWKLVW\SH
RISROLF\IRULQFUHDVLQJVXSSO\RIODERUDVZHOODVLQFUHDVLQJRYHUDOOZDJHV
 +RZHYHULWLVQRWHQWLUHO\FOHDUDVKRZWRLQWHUSUHWWKHSRVLWLYHUHODWLRQVKLS
EHWZHHQWKHSHUFHQWDJHIRUHLJQERUQRIDOOZRUNHUVDQGWKHRYHUDOOZDJHVLQWKH
¿HOG,WFRXOGEHWKDWIRUHLJQERUQZRUNHUVDUHGUDZQGLVSURSRUWLRQDWHO\WRVWDWHV
ZLWKKLJKHUZDJHVLQWKHORQJWHUPFDUHLQGXVWU\7KLVVXJJHVWVWKHSRVVLELOLW\RI
UHYHUVHFDXVDOLW\LQWKDWZDJHVFRXOGEHWKHH[SODQDWRU\YDULDEOHDQGWKHSHUFHQW
IRUHLJQERUQRIIURQWOLQHZRUNHUVLQWKHUHVSRQVHYDULDEOH,IWKHSRVLWLYHUHODWLRQ
VKLS LV H[SODLQHG E\ UHYHUVH FDXVDOLW\P\ UHVXOWV FDQQRW EH XVHG WR VXSSRUW DQ
DUJXPHQWIRULQFUHDVLQJZDJHVWKURXJKLPPLJUDWLRQSROLF\,QVWHDGP\GDWDPD\
PHUHO\UHÀHFWWKHWHQGHQF\IRULPPLJUDQWSDUDSURIHVVLRQDOVWROLYHLQVWDWHVZLWK
,ELG
,ELG
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KLJKHUZDJHVLQWKH¿HOG7KLVLVFRQVLVWHQWZLWKWKHSXOOIDFWRURILPPLJUDWLRQWKDW
VXJJHVWVWKDWPLJUDQWZRUNHUVDUHGUDZQWRKLJKHUZDJHVWKDQWKH\FDQDFKLHYHLQ
WKHLUKRPHFRXQWULHV
 :KHQH[SODQDWRU\YDULDEOHVDUHKLJKO\FRUUHODWHGWKHSUHGLFWLYHSRZHURI
DQ LQGLYLGXDO H[SODQDWRU\ YDULDEOHPD\EH GLVWRUWHG7KLV LV UHIHUUHG WR DVPXO
WLFROOLQHDULW\ ,QRUGHU WRYHULI\ WKHUHOLDELOLW\RIP\UHJUHVVLRQDQDO\VLV , WHVWHG
IRUPXOWLFROOLQHDULW\WRH[DPLQHWKHFRUUHODWLRQVEHWZHHQHDFKRIP\H[SODQDWRU\
YDULDEOHV,¿QGDKLJKFRUUHODWLRQEHWZHHQWKHSHUFHQWDJHIRUHLJQERUQRIDOO
\HDUVRIDJHRUROGHUZLWKDKLJKVFKRROGHJUHHRUOHVVDQGP\SULPDU\H[SODQDWRU\
YDULDEOH WKHSHUFHQWDJHIRUHLJQERUQRIDOOZRUNHUV LQWKHKHDOWKFDUHDVVLVWDQFH
LQGXVWU\7KHFRUUHODWLRQFRHI¿FLHQWEHWZHHQWKHWZRYDULDEOHVLV7KLVLQGLFDWHV
WKDWWKHSHUFHQWDJHRIIRUHLJQERUQZRUNHUVLQWKHORQJWHUPFDUHLQGXVWU\LVKLJKO\
H[SODLQHGE\WKHDPRXQWRIORZVNLOOHGIRUHLJQERUQSHRSOHLQWKHVWDWH%HFDXVH
PXOWLFROOLQHDULW\ FDQ GLVWRUW WKH LQGLYLGXDO SUHGLFWLYH SRZHUV RI WKH H[SODQDWRU\
YDULDEOHV,UDQUHJUHVVLRQVLQFOXGLQJWKHSHUFHQWDJHIRUHLJQERUQRIDOOOHVVHGX
FDWHG LQGLYLGXDOV\HDUVRIDJHRUROGHUDQGH[FOXGLQJ LW0\UHVXOWVPDLQWDLQ
FRQVLVWHQF\ZLWK DQGZLWKRXW WKH YDULDEOH RI OHVVHGXFDWHG IRUHLJQERUQ SHRSOH
7KHDGMXVWHG5VUHPDLQVLPLODUDQGUHVSHFWLYHO\
7DEOH7HVWLQJIRU0XOWLFROOLQHDULW\EHWZHHQ([SODQDWRU\9DULDEOHV
7RWDO
SRSXODWLRQ
3HUFHQWDJH
IRUHLJQERUQ
RIDOOZLWK
KLJKVFKRRO
GHJUHHRUOHVV
3HUFHQWDJH
IRUHLJQERUQ
RIDOOZRUNHUV
LQKHDOWKVHU
YLFHVLQGXVWU\
3HUFHQWDJH
SRSXODWLRQLQ
RFFXSDWLRQV
KRPHKHDOWK
DLGHVDQG
QXUVLQJDLGHV
3URSRUWLRQ
RIWRWDOLQ
VWDWHGDWD

3URSRUWLRQRI
\HDUVZLWK
LQGHSHQGHQW
OLYLQJGLI¿FXOW\
LQWRWDOVWDWH
GDWD
0HGLDQ
,QFRPH
7RWDOSRSXODWLRQ 
3HUFHQWDJH
IRUHLJQERUQRI
DOOZLWKKLJK
VFKRROGHJUHHRU
OHVV  
3HUFHQWDJH
IRUHLJQERUQRIDOO
ZRUNHUVLQKHDOWK
VHUYLFHVLQGXVWU\   

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3HUFHQWDJHRI
SRSXODWLRQLQRF
FXSDWLRQVKRPH
KHDOWKDLGHVDQG
QXUVLQJDLGHV    
3URSRUWLRQRIWRWDO
LQVWDWHGDWD     
3URSRUWLRQRI
\HDUVZLWK
LQGHSHQGHQWOLYLQJ
GLI¿FXOW\LQWRWDO
VWDWHGDWD      
0HGLDQ,QFRPH       
7DEOH0XOWLFROOLQHDULW\WHVWHGEHWZHHQH[SODQDWRU\YDULDEOHV1RWHWKDWFRUUHODWLRQEHWZHHQWKH
SHUFHQWDJHIRUHLJQERUQRIDOO\HDUVRIDJHRUROGHUZLWKDKLJKVFKRROGHJUHHRUOHVVDQGWKH
SHUFHQWDJHIRUHLJQERUQRIDOOZRUNHUVLQWKHKHDOWKFDUHDVVLVWDQFHLQGXVWU\LV
7DEOH(PSLULFDO5HVXOWVRI/RJ/RJ5HJUHVVLRQ$QDO\VLV
(VWLPDWHVRIWKHDVVRFLDWLRQEHWZHHQWKHORJZDJHVRISDUDSURIHVVLRQDOVDQGWKHORJRI
IRUHLJQERUQSDUDSURIHVVLRQDOVZKLOHH[DPLQLQJSRVVLEOHHIIHFWVGXHWRPXOWLFROOLQHDULW\
,QFOXGLQJIRUHLJQERUQ
ZLWK+6RUOHVV
([FOXGLQJIRUHLJQERUQ
ZLWK+6RUOHVV
/RJ([SODQDWRU\9DULDEOHV $OO9DULDEOHV
:LWKRXW
'HPDQG
9DULDEOHV $OO9DULDEOHV
:LWKRXW
'HPDQG
9DULDEOHV
3HUFHQWDJHIRUHLJQERUQRIDOO
ZLWKKLJKVFKRROGHJUHHRUOHVV 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3HUFHQWDJHIRUHLJQERUQRIDOO
ZRUNHUVLQKHDOWKVHUYLFHVLQGXVWU\   
   
3HUFHQWDJHRISRSXODWLRQLQRF
FXSDWLRQVKRPHKHDOWKDLGHVDQG
QXUVLQJDVVWV    
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3URSRUWLRQRILQWRWDOVWDWH
GDWD  
 
3URSRUWLRQRI\HDUVZLWKLQGH
SHQGHQWOLYLQJGLI¿FXOW\LQWRWDO
VWDWHGDWD  
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$GMXVWHG5    
1RWHV)LJXUHVLQHDFKFROXPQDUHEDVHGRQDVLQJOHUHJUHVVLRQZLWKWKHORJDYHUDJHZDJHRI
KRPHKHDOWKDLGHVDQGQXUVLQJDLGHVDGMXVWHGE\UHJLRQDO&3,DVWKHGHSHQGHQWYDULDEOH(DFK
UHJUHVVLRQFRQWUROVIRU\HDUDQGUHJLRQDOHIIHFWVHVWLPDWHVQRWVKRZQ5HVXOWVUHPDLQFRQVLVWHQW
ZLWKDQGZLWKRXWWKHSHUFHQWIRUHLJQERUQZLWK+6GHJUHHRUOHVVH[SODQDWRU\YDULDEOH
S S S 
 
 7RWHVWIRUUREXVWQHVV,DOVRUDQHDFKRIWKHWHVWVZLWKRXWWKHGHPDQGYDUL
DEOHV7KLVFDXVHGWKHDGMXVWHG5LQHDFKRIWKHUHJUHVVLRQVWRIDOOE\QHDUO\
7KLVVXJJHVWVWKHSUHGLFWLYHSRZHURIWKHGHPDQGYDULDEOHVLVVWURQJ:LWKRXWWKH
GHPDQGYDULDEOHV,REVHUYHUHVXOWVFRQVLVWHQWZLWKWKHUHJUHVVLRQVLQFOXGLQJDOOWKH
H[SODQDWRU\YDULDEOHV7KLVLPSOLHVWKDWP\DQDO\VLVLVUREXVW
 $VKRUWFRPLQJRIP\DQDO\VLVLVWKDW,ZDVXQDEOHWRORFDWHGDWDRQWKHFKDU
DFWHULVWLFVRIZRUNHUVRQWKHRFFXSDWLRQDOOHYHO,XVHGWKHSHUFHQWDJHIRUHLJQERUQ
RIDOOZRUNHUVLQWKHLQGXVWU\(GXFDWLRQDOKHDOWKDQGVRFLDOVHUYLFHVDVDQHVWLPDWH
RI WKDW SHUFHQWDJH LQ WKH RFFXSDWLRQV RI +RPH+HDOWK$LGHV DQG 1XUVLQJ
$LGHV2UGHUOLHVDQG$WWHQGDQWV7KHDYHUDJHLQP\GDWDLVZKLFKXQGHUHV
WLPDWHVWKHSHUFHQWDJHLQWKHVHVSHFL¿FRFFXSDWLRQV$GGLWLRQDOO\,GRQRWFRQWURO
IRUYDULDQFHLQ0HGLFDUHDQG0HGLFDLGUDWHVDPRQJVWDWHV7KHVHUDWHVOLNHO\DIIHFW
ZDJHVEHFDXVHDSSUR[LPDWHO\RIH[SHQGLWXUHVLQORQJWHUPFDUHDUHDFFRXQWHG
IRUE\0HGLFDUHDQG0HGLFDLG$VPHQWLRQHGWKHVHSROLFLHVGHWHUPLQHKRZPXFK
LQVXUHUV DQGSXEOLF DJHQFLHV DUHZLOOLQJ WRSD\ IRU ORQJWHUPFDUH ,Q IXWXUH UH
VHDUFKWKHVHUDWHVVKRXOGEHLQFOXGHGWREHWWHUDFFRXQWIRUWKHSUHGLFWLYHSRZHURI
WKHSHUFHQWDJHIRUHLJQERUQRQZDJHV

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 7KURXJKUHJUHVVLRQDQDO\VLV,¿QGDSRVLWLYHUHODWLRQVKLSEHWZHHQWKHSHU
FHQWDJHIRUHLJQERUQRIZRUNHUVLQWKH(GXFDWLRQKHDOWKDQGVRFLDOLQGXVWU\DQGWKH
ZDJHVRIGLUHFWFDUHZRUNHUV7KLVUHODWLRQVKLSLVLPSRUWDQWEHFDXVHWKHORQJWHUP
FDUHLQGXVWU\LVH[SHULHQFLQJDQGZLOOFRQWLQXHWRH[SHULHQFHLQFUHDVLQJGHPDQG
IRUODERU7KH86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHVFRQ¿UPHGWKDWWKHUH
FXUUHQWO\H[LVWVDVKRUWDJHRIODERULQWKLV¿HOG7KHVKRUWDJHLVRIWHQDWWULEXWHG
WRORZZDJHVDQGKLJKWXUQRYHUGXHWRMREGLVVDWLVIDFWLRQ2QHZD\WRDGGUHVVWKH
LQFUHDVLQJ GHPDQG IRU ODERU LV WR GHVLJQ SROLF\ WKDW HQFRXUDJHV LPPLJUDWLRQ RI
ZRUNHUVIRUWKH¿HOG$KLJKHUSHUFHQWDJHRIIRUHLJQERUQZRUNHUVPD\PHDQPRUH
VWDELOLW\LQWKHODERUPDUNHWE\LQFUHDVLQJWKHDYHUDJHWHQXUHDQGUHGXFLQJWKHFRVWV
DVVRFLDWHGZLWKWXUQRYHU,QWKLVZD\P\UHVXOWVVXJJHVWWKHSRVVLELOLW\WKDWLPPL
JUDWLRQSROLF\FRXOGDFWXDOO\OHDGWRLQFUHDVLQJZDJHVLQWKH¿HOG)XUWKHUUHVHDUFK
VKRXOGDFFRXQWIRUWKHTXDOLW\GLVWLQFWLRQVLQWKHORZVNLOOHGORQJWHUPFDUHLQGXV
WU\7KLVZLOOSURYLGHRSSRUWXQLW\IRUDPRUHDFFXUDWHDQDO\VLVRIWKHUHODWLRQVKLS
EHWZHHQWKHSHUFHQWIRUHLJQERUQRIIURQWOLQHZRUNHUVRQWKHZDJHVRIDOOIURQWOLQH
ZRUNHUV
5HIHUHQFHV
*UHHQEHUJ686'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHV$GPLQLVWUDWLRQRQ$JLQJ
$SUR¿OHRIROGHU$PHULFDQV
86'HSDUWPHQWRI+HDOWKDQG+XPDQ6HUYLFHV+HDOWK5HVRXUFHVDQG6HUYLFHV$GPLQLVWUDWLRQ
1XUVLQJDLGHVKRPHKHDOWKDLGHVDQGUHODWHGKHDOWKFDUHRFFXSDWLRQVQDWLRQDODQGORFDO
ZRUNIRUFHVKRUWDJHVDQGDVVRFLDWHGGDWDQHHGVEKSUKUVDJRYKHDOWKZRUNIRUFH
+RO]HU+-,PPLJUDWLRQSROLF\DQGOHVVVNLOOHGZRUNHUVLQWKH8QLWHG6WDWHV5HÀHF
WLRQVRQIXWXUHGLUHFWLRQVIRUUHIRUP:DVKLQJWRQ'&0LJUDWLRQ3ROLF\,QVWLWXWH
.DHVWQHU5	.DXVKDO1(IIHFWRILPPLJUDQWQXUVHVRQODERUPDUNHWRXWFRPHVRI86
QXUVHV-RXUQDO2I8UEDQ(FRQRPLFV
0DUWLQ6/RZHOO%/*R]G]LDN(0%XPS0	%UHHGLQJ0(7KHUROHRI
PLJUDQWFDUHZRUNHUVLQDJLQJVRFLHWLHV5HSRUWRQUHVHDUFK¿QGLQJVLQWKH8QLWHG6WDWHV,QVWLWXWH
IRUWKH6WXG\RI,QWHUQDWLRQDO0LJUDWLRQ
6HH5HI

%FMBOFZ5IF&GGFDUPG'PSFJHO#PSO8PSLFST
0LFKHO6	3HQJ,$OOLQWKHIDPLO\"0LJUDQWVQDWLRQKRRGDQGFDUHUHJLPHVLQ$VLD
DQG1RUWK$PHULFD-RXUQDO2I(XURSHDQ6RFLDO3ROLF\
6SHQFHU60DUWLQ6%RXUJHDXOW,/	2¶6KHD(7KHUROHRIPLJUDQWFDUHZRUNHUV
LQDJHLQJVRFLHWLHV5HSRUWRQUHVHDUFK¿QGLQJVLQWKH8QLWHG.LQJGRP,UHODQG&DQDGDDQGWKH
8QLWHG6WDWHV,QWHUQDWLRQDO2UJDQL]DWLRQIRU0LJUDWLRQ
6WRQH5,	:HLQHU-0:KRZLOOFDUHIRUXV"$GGUHVVLQJWKHORQJWHUPFDUHZRUN
IRUFHFULVLV7KH8UEDQ,QVWLWXWHDQGWKH$PHULFDQ$VVRFLDWLRQRI+RPHVDQG6HUYLFHVIRUWKH$JLQJ
=DKUW/0³7KH&RVWRI7XUQRYHULQD+RPH&DUH$JHQF\´&DULQJ±
$ERXWWKH$XWKRU
&KDUORWWH'HODQH\&ODVVRIJUDGXDWHG6XPPD&XP/DXGHZLWKPDMRUVLQ
HFRQRPLFVDQGRUJDQL]DWLRQDOFRPPXQLFDWLRQDQGDPLQRULQ6SDQLVK:KLOHDVWX
GHQWDW;DYLHU8QLYHUVLW\&KDUORWWHZDVVHFUHWDU\RIWKH3XEOLF5HODWLRQV6WXGHQW
6RFLHW\RI$PHULFDDQGSUHVLGHQWRIWKH2UJDQL]DWLRQDO&RPPXQLFDWLRQ&OXE³7KH
(IIHFWRI)RUHLJQ%RUQ:RUNHUVRQ:DJHVLQWKH/RQJ7HUP(FRQRPLFV&DUH,Q
GXVWU\´ZDVVSRQVRUHGE\'U+DVDQ)DUXT$VVRFLDWH3URIHVVRURI(FRQRPLFV
(YDOXDWLRQRI$QWLELRWLF5HVLVWDQFH
(PHUJLQJIURP8VHRI$QWLELRWLFVLQ
&$)2V
%BOJFM)FMMNBOO/JDL1FBTFBOE.BSDJF$PTUFMMP
$EVWUDFW
&RQFHQWUDWHGDQLPDOIHHGLQJRSHUDWLRQV&$)2VDGPLQLVWHUVXEWKHUDSHXWLFOHY
HOVRILQIHHGYHWHULQDU\DQWLELRWLFVIRUJURZWKSURPRWLRQDQGLQIHFWLRQSUHYHQWLRQ
DSUDFWLFHZKLFKKDVEHHQVKRZQWRLPSDFWHQYLURQPHQWDODQWLELRWLFUHVLVWDQFH7KH
JRDOVRIRXUVWXG\ZHUHWRFRQ¿UPWKHGLVVHPLQDWLRQRIDQWLELRWLFUHVLVWDQFHIURP
&$)2VLQWRWKHHQYLURQPHQWLQ2KLRDQGWRLGHQWLI\WKHPHDQVE\ZKLFKHQYLURQ
PHQWDOEDFWHULDDFTXLUHDQWLELRWLF UHVLVWDQFH:DWHUDQG VRLO VDPSOHVZHUH WDNHQ
IURPIRXUKLJKGHQVLW\+'DQGWKUHHORZGHQVLW\/'&$)2VLWHVLQPLGZHVW
HUQ2KLR6DPSOHVZHUHSODWHGRQVHOHFWLYHHRVLQPHWK\OHQHEOXH(0%DJDUDQG
FRORQLHVZHUHVXVSHQGHGLQWZRIROGVHULDOO\GLOXWHGFRQFHQWUDWLRQVRIFKORUWHWUD
F\FOLQH&RORQLHVZHUHFRQVLGHUHGUHVLVWDQWLIWKHUHZDVYLVLEOHJURZWKDWRUDERYH
&/6,UHVLVWDQFHSRLQWV2YHUDOOVLJQL¿FDQWO\KLJKHUIUHTXHQFLHVRIDQWLELRWLFUHVLV
WDQFHDPRQJEDFWHULDLVRODWHGIURP+'VLWHVWKDQIURP/'VLWHVVXJJHVWDQWLELRWLF
UHVLVWDQFHLVGLVVHPLQDWLQJIURP&$)2VLQWRWKHHQYLURQPHQWZKHUHZDWHUSOD\VD
SLYRWDOUROHLQLWVSURSDJDWLRQ7KHJUHDWHUUHVLVWDQFHVLQWKHVRLODQGQRQIHFDOVXE
FDWHJRULHVRIVDPSOHVVXJJHVWWKDWKRUL]RQWDOJHQHWUDQVIHULVDQLPSRUWDQWIDFWRULQ
WKHGLVVHPLQDWLRQRIDQWLELRWLFUHVLVWDQFH
;-859ROXPH-XO\


)FMMNBOO1FBTF$PTUFMMP"OUJCJPUJD3FTJTUBODF
,QWURGXFWLRQ
 $QWLELRWLF UHVLVWDQFH LV UHFRJQL]HG E\ WKH:RUOG+HDOWK2UJDQL]DWLRQ DV
WKHVLQJOHJUHDWHVWWKUHDWWRWKHWUHDWPHQWRILQIHFWLRXVGLVHDVHDSUREOHPWKDWKDV
EHHQDPDMRUFDXVHRIGHDWKZRUOGZLGH'RPHVWLFDOO\LQDQHIIRUWWRSUHVHUYHWKH
HI¿FDF\RIFXUUHQWDQWLELRWLFWUHDWPHQWVWKHJRYHUQPHQWKDVGHYHORSHGDSURWRFRO
WKDWHPSKDVL]HVWKHVXUYHLOODQFHRIUHVLVWDQFH,WKDVEHHQZHOOHVWDEOLVKHGWKDWDQ
WLELRWLFUHVLVWDQFHDULVLQJLQQRVRFRPLDORUKRVSLWDOHQYLURQPHQWVSRVHVDVHULRXV
WKUHDWWRKXPDQKHDOWKEXWDWWHPSWVWRGLVSHOFRQFHUQVIRUWKHVLPLODUWKUHDWSRVHG
E\WKHXVHRIDQWLELRWLFVIRUYHWHULQDU\SXUSRVHVLQGLFDWHDQHHGIRUFRQWLQXHGDQG
FRPSUHKHQVLYHHYLGHQFHRIWKHWKUHDWWRKXPDQKHDOWKRULJLQDWLQJIURPWKHXVHRI
DQWLELRWLFVIRUYHWHULQDU\SXUSRVHV
 &XUUHQWO\PRUHWKDQPHWULFWRQVRIDQWLELRWLFVDUHXVHGLQWKH8QLWHG
6WDWHV DQQXDOO\ DERXW KDOI RIZKLFK DUH XVHG IRU YHWHULQDU\ SXUSRVHV7KH XVH
RILQIHHGDQWLELRWLFVIRUQRQWKHUDSHXWLFSXUSRVHVLQFRQFHQWUDWHGDQLPDOIHHGLQJ
RSHUDWLRQV &$)2V LV HVSHFLDOO\ FRQFHUQLQJ DV LWPD\ EH KLJKO\ FRQGXFLYH WR
WKHHPHUJHQFHDQGVSUHDGRIDQWLELRWLFUHVLVWDQFH7KHVHFRQGLWLRQVLQFOXGHFORVH
OLYLQJTXDUWHUV WKDWPD\ LQFUHDVH WKH WUDQVPLVVLRQRIDQWLELRWLF UHVLVWDQWEDFWHULD
IURPRQH DQLPDO WR WKH QH[W GXH WR WKH QXPEHU RI DQLPDOV LQ WKH VDPH IDFLOLW\
UDQJLQJIURPFDWWOHWRFKLFNHQVIRUODUJH&$)26&ODVVL¿FDWLRQ
DVD&$)2GHSHQGVRQWKHW\SHDQGQXPEHURIDQLPDOVGHWHUPLQHGE\WKH(3$
(OHYDWHGUHVLVWDQFHOHYHOVKDYHEHHQGRFXPHQWHGLQWKHIHFHVRIDQLPDOVJLYHQLQ
IHHGDQWLELRWLFV)XUWKHUPRUHJUHDWHUDQWLELRWLFUHVLVWDQFHGHWHFWHGGRZQJUDGLHQW
IURP&$)2VVXJJHVWVWKDWWKLVUHVLVWDQFHLVGLVVHPLQDWLQJLQWRWKHHQYLURQPHQW
+RZHYHULWLVXQFOHDUKRZDQWLELRWLFUHVLVWDQFHGLVVHPLQDWHVWKURXJKWKHHQYLURQ
PHQWEHLQJDWWULEXWHGWRERWKPRELOHJHQHWLFHOHPHQWVDQGVHOHFWLYHSUHVVXUHIURP
6HH5HIHUHQFHV
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HI
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HOHYDWHGFRQFHQWUDWLRQVRIDQWLELRWLFV7KHWUDQVPLVVLRQRIHQYLURQPHQWDODQWLEL
RWLFUHVLVWDQWEDFWHULDWRKXPDQVPLJKWEHHIIHFWLYHO\UHGXFHGLIWKHSURSDJDWLRQRI
DQWLELRWLFUHVLVWDQFHZLWKLQWKHHQYLURQPHQWLVEHWWHUXQGHUVWRRG
 7KHJRDORIRXUVWXG\ZDVWRFRQ¿UPWKHGLVVHPLQDWLRQRIDQWLELRWLFUH
VLVWDQFHIURP&$)2VLQWR WKHHQYLURQPHQWDQGWR LGHQWLI\ WKHPHDQVE\ZKLFK
HQYLURQPHQWDOEDFWHULDDFTXLUHDQWLELRWLFUHVLVWDQFH7KLVZDVGRQHE\ LVRODWLQJ
EDFWHULDIURPVRLODQGZDWHUVDPSOHVWDNHQIURPDUHDVRIKLJKDQGORZ&$)2GHQ
VLWLHVDQGFRPSDULQJUHVLVWDQFHIUHTXHQFLHVDPRQJWKHW\SHVRIEDFWHULDVDPSOHV
DQGVLWHV
0DWHULDOVDQG0HWKRGV
6DPSOH&ROOHFWLRQDQG3UHSDUDWLRQ
 7RREWDLQHQYLURQPHQWDOEDFWHULDZDWHUDQGVRLOVDPSOHVZHUHFROOHFWHGLQ
VWHULOHP/WXEHVLQWKHIDOORILQ'DUNH&RXQW\2KLRZKHUHWKHDPEL
HQWWHPSHUDWXUHZDVDERXW&6DPSOHVZHUHWDNHQIURPVLWHVWKDWZHUHKLJKO\
SRSXODWHGZLWK&$)2VDQGPLQLPDOO\SRSXODWHGZLWK&$)2VVRWKDWWKHVDPSOHV
ZRXOGFRQWDLQEDFWHULDOVSHFLHVWKDWZHUHHLWKHUKLJKO\RUPLQLPDOO\H[SRVHGWR
&$)2FRQWDPLQDQWV)RXUVDPSOHVLQFORVH&$)2SUR[LPLW\ZHUHWDNHQDQGGHV
LJQDWHGKLJKGHQVLW\VDPSOHV+'DQGWKUHHVDPSOHVVXI¿FLHQWO\GLVWDQFHGIURP
&$)2VZHUHWDNHQDQGGHVLJQDWHGORZGHQVLW\VDPSOHV/':DWHUVDPSOHVFRQ
VLVWHGRIORZYROXPHVWHDG\ÀRZVXUIDFHZDWHUIURPVWUHDPVDW+'DQG/'VLWHV
DQGVRLOVDPSOHVZHUHWDNHQIURPWKHH[SRVHGWRSVRLOZLWKLQDPHWHURIWKHVWUHDP
VXUIDFH:DWHUVDPSOHVZHUHSODWHGRQWRVHOHFWLYHDQGGLIIHUHQWLDOHRVLQPHWK\OHQH
EOXH(0%DJDULQ[DQG[GLOXWLRQVZLWK/%EURWKZKLOHJRIHDFKVRLO
VDPSOHZHUHSODFHGLQP//%EURWK6HULDOGLOXWLRQVRI[DQG[FRQ
FHQWUDWLRQVZHUHSODWHGRQ(0%DJDUDOOZLWKLQKRXUVRIREWDLQLQJWKHVDPSOHV
7KHVHSODWHVZHUHWKHQLQFXEDWHGIRUKRXUVDW&DQGVXEVHTXHQWO\VWRUHGDW
&
6HH5HI

)FMMNBOO1FBTF$PTUFMMP"OUJCJPUJD3FTJTUBODF
%DFWHULDO(QXPHUDWLRQV
 $IWHULQFXEDWLRQWKHJUDPQHJDWLYHEDFWHULDRQWKH(0%SODWHVZHUHFODVVL
¿HGDVHLWKHUIHFDORUQRQIHFDO)HFDOFRORQLHVZHUHLGHQWL¿HGDVGDUNHUSLJPHQWHG
FRORQLHVEHFDXVHRIWKHLUDELOLW\WRPHWDEROL]HODFWRVHDQGQRQIHFDOFRORQLHVZHUH
LGHQWL¿HGDVDOLJKWHULQFRORURIWHQFOHDUEHFDXVHRIWKHLULQDELOLW\WRPHWDEROL]H
ODFWRVH&RORQLHV RI ERWK W\SHVZHUH FRXQWHG DQG WKHLU UHVSHFWLYH UDWLRVZHUH
FRPSDUHGWRGHWHUPLQHZKHWKHUDVSHFL¿FW\SHRIFRORQ\ZDVLQGLFDWLYHRI&$)2
FRQWDPLQDWLRQ
$QWLELRWLF6XVFHSWLELOLW\7HVWLQJ
 $QWLELRWLFUHVLVWDQFHZDVPHDVXUHGXVLQJ WKH WHFKQLTXHVGHVFULEHG LQ WKH
EURWKPLFURGLOXWLRQPHWKRGLQWKH&/6,0$%ULHÀ\FKORUWHWUDF\FOLQHDF
TXLUHGIURP6LJPD$OGULFKZLWKDSRWHQF\RIJPJZDVSUHSDUHGDW[WKH
UHVLVWDQFHEUHDNSRLQWHVWDEOLVKHGLQ&/6,06XVLQJVWHULOHZDWHUWKDWKDG
EHHQ¿OWHUHGZLWKPV\ULQJH¿OWHUV7KHVHVROXWLRQVZHUHWKHQGLOXWHGLQ
SDUWV/%EURWKDQGSDUWVWRFNVROXWLRQLQDZHOOSODWHDQGVHULDOO\GLOXWHGE\
DIDFWRURIXQWLO;WKHDQWLELRWLFUHVLVWDQWEUHDNSRLQWZDVREWDLQHG)HFDODQG
QRQIHFDOFRORQLHVIURPERWK+'DQG/'VLWHVZHUHWKHQVFUDSHGIURPWKHSODWHV
LQWRP/RI/%EURWKDQGYRUWH[HG/RIEDFWHULDOVROXWLRQVZHUHSODFHGLQWR
HDFKFRQFHQWUDWLRQRIDQWLELRWLFDQGDFRQWUROZHOOFRQWDLQLQJRQO\/%EURWK7KLV
SURFHVVZDVUHSHDWHGZLWKDTXDOLW\FRQWURORI(QWHURFRFFXVIDHFDOLVWRHQVXUHFKORU
WHWUDF\FOLQHUHPDLQHGDFWLYHGXULQJWHVWLQJDQGGLVSOD\HGH[SHFWHGJURZWKLQKLEL
WLRQRIVHQVLWLYHEDFWHULDZHOOSODWHVZHUHWKHQLQFXEDWHGIRUKRXUV%DFWHULD
ZLWKJURZWKDWRUDERYHWKHUHVLVWDQFHEUHDNSRLQWZHUHGHHPHGUHVLVWDQWJURZWK
DWRUDERYHWKHVHQVLWLYHEUHDNSRLQWVLJQL¿HGLQWHUPHGLDWHUHVLVWDQFHDQGJURZWK
EHORZWKHVHQVLWLYHEUHDNSRLQWVLJQL¿HGDQWLELRWLFVHQVLWLYLW\*URZWKUHVXOWVZHUH
RQO\FRQVLGHUHGYDOLGLIFRQWUROZHOOVZLWKRXWDQWLELRWLFVGLVSOD\HGJURZWK
6HH5HIDQG
6HH5HI
6HH5HI

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6WDWLVWLFDO$QDO\VLV
 7KLVVWXG\DLPHGWRLGHQWLI\WKHUHODWLYHQXPEHUDQGUHVLVWDQFHIUHTXHQFLHV
RIIHFDODQGQRQIHFDOFRORQLHVDPRQJ+'DQG/'VDPSOHVDVZHOODVLGHQWLI\D
SRVVLEOHPHDQVRIDQWLELRWLFUHVLVWDQFHWUDQVPLVVLRQ$GLIIHUHQFHLQWKHQXPEHURI
FRORQLHVZDVFRQVLGHUHGVLJQL¿FDQWZLWKD3YDOXHRIXVLQJ6WXGHQW¶V7WHVW$
GLIIHUHQFHLQWKHUHVLVWDQFHIUHTXHQF\ZDVFRQVLGHUHGVLJQL¿FDQWZLWKD3YDOXHRI
E\ERRWVWUDSSLQJDWHFKQLTXHWKDWPDNHVXVHRIHPSLULFDOO\JHQHUDWHGYDOXHV
DQGFRPSDUHVWKHPWRREVHUYHGYDOXHV
5HVXOWV
 :LWKDWWHQWLRQSDLGWRWKHHPHUJHQFHRIDQWLELRWLFUHVLVWDQFHDQGLWVSHUVLV
WHQFHLQWKHHQYLURQPHQWDOO¿QGLQJVEHWZHHQVDPSOHVWDNHQIURPDUHDVZLWKDKLJK
GHQVLW\RI&$)2V+'DQGDUHDVZLWKDORZGHQVLW\RI&$)2VZHUHFRPSDUHG
/')LJXUH7KHW\SHRIEDFWHULDIRXQGLQHDFKVDPSOHZHUHFODVVL¿HGVRWKDW
WKH\FRXOGVHUYHDVDQLQGLFDWRURI&$)2FRQWDPLQDWLRQLQDGGLWLRQWRUHVLVWDQFH
IUHTXHQF\LPSURYLQJWKHUHVROXWLRQRIWKHHQYLURQPHQWDOLPSDFWRI&$)2V)RU
WKLVUHDVRQWKHQXPEHUVRIFRORQLHVRIHDFKW\SHZHUHFRPSDUHGEHWZHHQ+'DQG
/'VLWHV5HVLVWDQFHIUHTXHQFLHVZHUHWKHQPHDVXUHGDQGFRPSDUHGEHWZHHQ+'
DQG/'VLWHVIRUHDFKVDPSOHW\SHDQGFRORQ\W\SH

)LJXUH/RFDWLRQVRI&$)2VDQGVDPSOLQJVLWHV6LWHVZHUHFKRVHQEDVHGRQWKHLUSUR[LPLW\WR
&$)2VDQGGHVLJQDWHGDUHDVRIKLJK&$)2GHQVLW\+'RUORZ&$)2GHQVLW\/'DVVKRZQ
DERYH6DPSOHVZHUHWDNHQIURPIRXU+'VLWHVDQGWKUHH/'VLWHVLQ'DUNH&RXQW\2KLR

"VUIPS)FMMNBOO1FBTF$PTUFMMP"OUJCJPUJD3FTJTUBODF
%DFWHULDO(QXPHUDWLRQ
 7KHEDFWHULDFROOHFWHGIURPWKH+'DQG/'VLWHVZHUHVXEFDWHJRUL]HGLQWR
WKHLU VDPSOH W\SHDQGEDFWHULD W\SH7RVWDQGDUGL]H WKH IUHTXHQF\RI WKH W\SHRI
EDFWHULDEHWZHHQZDWHUDQGVRLOVDPSOHVWKHUDWLRVRIIHFDOWRQRQIHFDOEDFWHULD
ZHUHXVHGUDWKHUWKDQEDFWHULDSHUXQLWRIVDPSOH7KHEDFWHULDFROOHFWHGIURPZDWHU
VDPSOHVWHQGHGWREHPRUHQXPHURXVLQ+'VDPSOHVWKDQ/'VDPSOHV+'
DQG+'ZKLOHWKHEDFWHULDIURPVRLOVDPSOHVZHUHPRUHQXPHURXVLQWKH/'
VDPSOHVWKDQ+'VDPSOHV/'DQG/')LJXUH7KHUHZDVQRVLJQL¿
FDQWFKDQJHLQWKHGLVWULEXWLRQRIIHFDODQGQRQIHFDOEDFWHULDREVHUYHGEHWZHHQ/'
DQG+'VLWHV3 E\6WXGHQW¶VWWHVW
$QWLELRWLF5HVLVWDQFH)UHTXHQFLHV
 2YHUDOOWKHUHZDVDJUHDWHUUHVLVWDQFHIUHTXHQF\REVHUYHGLQ+'VDPSOHV
WKDQ/'VDPSOHV)LJXUH7KLVFKDQJHLQUHVLVWDQFHIUHTXHQF\ZDVFRQVLVWHQW
)LJXUH/RFDWLRQVRI&$)2VDQGVDPSOLQJVLWHV6LWHVZHUHFKRVHQEDVHGRQWKHLUSUR[LPLW\WR
&$)2VDQGGHVLJQDWHGDUHDVRIKLJK&$)2GHQVLW\+'RU ORZ&$)2GHQVLW\/'DVVKRZQ
DERYH6DPSOHVZHUHWDNHQIURPIRXU+'VLWHVDQGWKUHH/'VLWHVLQ'DUNH&RXQW\2KLR

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
)LJXUH5HVLVWDQFHIUHTXHQF\RIVXEVHOHFWLRQVRI*UDPQHJDWLYHEDFWHULDIURPDUHDVRIKLJKDQG
ORZ&$)2GHQVLW\7KHQRQIHFDOJUDPQHJDWLYHVXEVHOHFWLRQKDGDVLJQL¿FDQWO\JUHDWHUUHVLVWDQFH
IUHTXHQF\EHWZHHQWKHKLJKDQGORZ&$)2GHQVLW\VLWHVS ZKLOHVRLOZDWHUDQGIHFDOVXE
VHOHFWLRQVGLGQRWKDYHDVLJQL¿FDQWGLIIHUHQFHS S DQG(UURUEDUV
DUHVWDQGDUGHUURURIWKHPHDQIURPOHIWWRULJKW
DQG
)LJXUH5HVLVWDQFHIUHTXHQF\RI*UDPQHJDWLYHEDFWHULDIURPDUHDVRIKLJKDQGORZ&$)2GHQVLW\
+LJKGHQVLW\&$)2VLWHVKDGDVLJQL¿FDQWO\JUHDWHUDQWLELRWLFUHVLVWDQFHIUHTXHQF\WKDQORZ&$)2
GHQVLW\VLWHVS (UURUEDUVDUHVWDQGDUGHUURURIWKHPHDQDQG

)FMMNBOO1FBTF$PTUFMMP"OUJCJPUJD3FTJTUBODF
IRUERWKVDPSOHW\SHDQGEDFWHULDW\SHZKHUHQRQIHFDOEDFWHULDVKRZHGWKHPRVW
VLJQL¿FDQWLQFUHDVHLQUHVLVWDQFHIUHTXHQF\IURP/'WR+'VDPSOHVIROORZHGE\
ZDWHUVDPSOHVDQG¿QDOO\E\VRLOVDPSOHVDQGIHFDOEDFWHULD)LJXUH6LJQL¿
FDQFHRIUHVLVWDQFHIUHTXHQFLHVZDVFRQ¿UPHGE\ERRWVWUDSSLQJVWDWLVWLFDODQDO\VLV
5HVLVWDQFHZDVIXUWKHUH[DPLQHGDVDIXQFWLRQRIGHQVLW\RI&$)2VLQDPLOH
UDGLXVRIHDFKVDPSOLQJVLWH7KHUHZDVQRFRUUHODWLRQEHWZHHQUHVLVWDQFHDQGGHQ
VLW\ZKHQRQO\VSDWLDOGHQVLW\ZDVFRQVLGHUHGGLVUHJDUGLQJWKHZDWHUJUDGLHQF\
WKDWZDVDOVRFRQVLGHUHGLQWKHGHVLJQDWLRQRI+'DQG/'VLWHV)LJXUH
'LVFXVVLRQ
 7KHUHVXOWVRIRXUVWXG\LQGLFDWHWKDWWKHUHLVVLJQL¿FDQWO\KLJKHUUHVLVWDQFH
LQ+'DUHDVRI&$)2VWKDQ/'DUHDV7KLVVXJJHVWVWKDW&$)2VDUHLQGHHGDFRQ
WULEXWLQJVRXUFHWRHQYLURQPHQWDODQWLELRWLFUHVLVWDQFH%HFDXVHWKHUHZDVRQO\D
VOLJKWLQFUHDVHLQIHFDOFROLIRUPIUHTXHQF\IURP/'WR+'VLWHVWKHODUJHLQFUHDVH
LQDQWLELWRWLFUHVLVWDQFHIURP/'WR+'VLWHVLVPRVWOLNHO\GXHWRDIDFWRURXWVLGH
RIWKHEDFWHULDVXFKDVDPRELOHJHQHRUSHUVLVWHQFHRIDQWLELRWLFVLQWKHHQYLURQ
PHQWDOWKRXJKSUHYLRXVVWXGLHVKDYHIRXQG&$)2VKDYHPXFKJUHDWHULPSDFWRQ
IHFDOFROLIRUPVE\LQFUHDVLQJIUHTXHQFLHVLQVXUURXQGLQJZDWHUVKHGDGLVSDULW\WKDW
)LJXUH5HVLVWDQFHIUHTXHQF\YVGHQVLW\RI&$)2V'HQVLW\ZDVPHDVXUHGDVWKHQXPEHU
RI&$)2VLQDPLOHUDGLXVRIVDPSOLQJVLWH7KHUHZDVQRFRUUHODWLRQEHWZHHQDQWLELRWLF
UHVLVWDQFHDQGVSDWLDOGLVWULEXWLRQRI&$)2V

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FRXOGEHDWWULEXWHGWRVDPSOHVL]HRUÀXFWXDWLRQVLQZDWHUVKHG)LQDOO\UHVLVWDQFH
IUHTXHQFLHVLQZDWHUDQGVRLOVDPSOHVVXJJHVWWKDWKRUL]RQWDOJHQHWUDQVIHUPD\EH
DSULPDU\IDFWRULQWKHGLVVHPLQDWLRQRIDQWLELRWLFUHVLVWDQFHLQWRWKHHQYLURQPHQW
 :DWHUVDPSOHVIURPWKH+'VLWHVFRQWDLQHGPRUHEDFWHULDWKDQWKH/'VLWHV
DQGWKHVRLOVDPSOHVIURPWKH/'VLWHVFRQWDLQHGPRUHEDFWHULDWKDQWKH+'VLWHV
+RZHYHUWKHUHZDVQRVLJQL¿FDQWGLIIHUHQFHLQWKHGLVWULEXWLRQRIIHFDODQGQRQ
IHFDOEDFWHULDEHWZHHQ+'DQG/'VLWHV6WXGLHVFRPSDULQJEDFWHULDIRXQGLQZDWHU
DQG VRLO VDPSOHV WR&$)2GHQVLW\ DUH ODFNLQJEXWSUHYLRXV VWXGLHVKDYH IRXQG
IHFDOEDFWHULDDWDKLJKHUIUHTXHQF\GRZQJUDGLHQWIURP&$)2V7KLV LQFUHDVH
LQIHFDOLQGLFDWRUEDFWHULDLVDWWULEXWHGWRFRQWDPLQDWLRQIURPWKHODUJHDPRXQWRI
ZDVWHWKDWLVSURGXFHGE\&$)2V%HFDXVHRXUUHVXOWVGLGQRWVKRZDQ\GLIIHUHQFH
LQIHFDOLQGLFDWRUEDFWHULDEHWZHHQ+'DQG/'VLWHVLWPD\EHWKHFDVHWKDWWKHUH
LVQRWDODUJHDPRXQWRIPDQXUHFRQWDPLQDWLRQGLVVHPLQDWLQJLQWRWKHHQYLURQPHQW
7KH FRQVLVWHQF\ LQ WKH GLVWULEXWLRQ RI IHFDO DQG QRQIHFDO EDFWHULD EHWZHHQ+'
DQG/'VLWHVLQZDWHUDQGVRLOVDPSOHVLQGLFDWHVWKDW&$)2GHQVLW\KDGDJUHDWHU
LPSDFWRQEDFWHULDIRXQGLQVDPSOHW\SHVWKDQEDFWHULDW\SHGLG7KLVVXJJHVWVWKDW
WKH&$)2V¶LPSDFWRQWKHPLFURELDOFRPPXQLW\LVQRQVSHFL¿FLVQRWOLPLWHGWRRQH
W\SHRIEDFWHULDEHLWSDWKRJHQLFRUQRQSDWKRJHQLF
 $QWLELRWLFUHVLVWDQFHIUHTXHQFLHVZHUHVLJQL¿FDQWO\KLJKHULQEDFWHULDIURP
+'VLWHVWKDQ/'VLWHVDQGUHVLVWDQFHIUHTXHQF\GLGQRWFRUUHODWHWRWKHVSDWLDOGHQ
VLW\RIWKH&$)2V7KHVHUHVXOWVVXSSRUWSUHYLRXV¿QGLQJVWKDW&$)2VDUHDVRXUFH
RIHQYLURQPHQWDODQWLELRWLFUHVLVWDQFHDQGWKDWZDWHUVKHGLVDQLPSRUWDQWIDFWRULQ
LWVGLVWULEXWLRQ)XWXUHTXDQWL¿FDWLRQRIHQYLURQPHQWDODQWLELRWLFUHVLVWDQFHGXHWR
SRLQWVRXUFHFRQWDPLQDWLRQPD\EHQH¿WIURPZDWHUVKHGLQGLFDWRUVVXFKDVPRELOH
JHQHVRUDQWLELRWLFFRQFHQWUDWLRQ
 )XUWKHUPRUH WKHGLIIHUHQFH LQ UHVLVWDQFH IUHTXHQFLHVREVHUYHG LQ VDPSOH
W\SHDQGEDFWHULDW\SHJLYHDGGLWLRQDOLQVLJKWDVWRKRZWKLVDQWLELRWLFUHVLVWDQFH
LVEHLQJVSUHDGLQWRWKHHQYLURQPHQW:DWHUVDPSOHVKDGJUHDWHUUHVLVWDQFHVLQ+'
VLWHVWKDQVRLOVDPSOHVDQGDJUHDWHUGLIIHUHQFHLQUHVLVWDQFHVEHWZHHQ+'DQG/'
VLWHVWKDQWKHVRLOVDPSOHV7KLVVXJJHVWVWKDW&$)2FRQWDPLQDWLRQKDVWKHJUHDW
HVWLPSDFWRQEDFWHULDOUHVLVWDQFHLQWKHZDWHUZKLOHVRLOUHPDLQVDUHVHUYRLUIRU
DQWLELRWLFUHVLVWDQFHWKDWUHPDLQVFRQVLVWHQWGHVSLWHÀXFWXDWLRQVLQZDWHUVKHG

6HH5HI
6HH5HI
6HH5HI
6HH5HI

)FMMNBOO1FBTF$PTUFMMP"OUJCJPUJD3FTJTUBODF
 :KLOHGLUHFWPHDVXUHPHQWRIDQWLELRWLFFRQFHQWUDWLRQZDVQRWPDGHFKDU
DFWHULVWLFVRI WHWUDF\FOLQHVJLYH IXUWKHU LQVLJKWRQKRZDQWLELRWLF UHVLVWDQFH IURP
&$)2VLVHQWHULQJWKHHQYLURQPHQW7HWUDF\FOLQHVKDYHEHHQVKRZQKDYHKLJKDG
VRUSWLRQUDWHVLQVRLODQGWRSHUVLVWORQJHULQVROLGSKDVHVWKDQOLTXLGRQHVZKLFK
PD\UHVXOW LQJUHDWHU VHOHFWLYHSUHVVXUHRQEDFWHULD LQ WKHVRLOFRPSDUHG WREDF
WHULD LQ WKHZDWHU)RU WKLV UHDVRQ LI VHOHFWLYHSUHVVXUHZDV WKHSULPDU\PHDQV
RIHQYLURQPHQWDOGLVVHPLQDWLRQRIDQWLELRWLFUHVLVWDQFHLWZRXOGEHH[SHFWHGWKDW
UHVLVWDQFHIUHTXHQFLHVZRXOGEHKLJKHULQWHUUHVWULDOEDFWHULDWKDQLQDTXDWLFEDF
WHULD+RZHYHUWKHJUHDWHUUHVLVWDQFHIUHTXHQFLHVREVHUYHGLQWKHDTXDWLFEDFWHULD
VXJJHVWV WKDW WKLV LVQRW WKHFDVH ,I IHFDOEDFWHULDDUH LQLWLDOO\JDLQLQJDQWLELRWLF
UHVLVWDQFHDQGVHOHFWLYHSUHVVXUHLVQRWWKHFDXVHRILQFUHDVHGDQWLELRWLFUHVLVWDQFH
LQWKHHQYLURQPHQWDVSUHYLRXVO\GHGXFHGWKHQKRUL]RQWDOJHQHWUDQVIHUOLNHO\SOD\V
DQLPSRUWDQWUROHLQWKHGLVVHPLQDWLRQRIDQWLELRWLFUHVLVWDQFHLQWRWKHHQYLURQPHQW
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7KHULRWZDVDUHVSRQVHIURPUXUDO&DQDGLDQ
'DYLG:DOGVWUHLFKHU´,QWKH0LGVWRI3HUSHWXDO)HWHV7KH0DNLQJRI$PHULFDQ1DWLRQDOLVP
µ&KDSHO+LOO8QLYHUVLW\RI1RUWK&DUROLQD3UHVV
7D\ORU´7KH&LYLO:DURIµ
,ELG
&LWHGLQ:LOVRQ:LOOLDP5´%URFNDWWKH2XWEUHDNRI:DU3DUWµ

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FRPPXQLWLHVZKRGLGQRWZLVKWRSDUWLFLSDWHLQWKH&DQDGLDQPLOLWLDDQGZDVDQ
RXWZDUG H[SUHVVLRQ RI WKH GLVVDWLVIDFWLRQ&DQDGLDQV IHOW WRZDUG WKHZDU  %ULW
LVKOHDGHUVPDGHSURFODPDWLRQVPDQGDWLQJHQOLVWPHQWDQGGHFODULQJWKDWGHVHUWHUV
ZRXOGIDFHSXQLVKPHQWEXWWKH\GLGOLWWOHWRJDUQHUVXSSRUWIRUWKHZDULQ&DQDGD
 'XULQJWKLVSHULRG$PHULFDQVIUHTXHQWO\XVHGVRQJDVDPHDQVRIVSUHDG
LQJDVSLULWRIQDWLRQDOLVP+RZHYHUPRVWRIWKHSRSXODUVRQJVWKDWRULJLQDWHGLQ
&DQDGDDWWKLVWLPHUHYROYHGDURXQGSHRSOHV·UHOXFWDQFHWRMRLQWKHZDU2QHVRQJ
´7KH6RQJRIWKH&DQDGLDQ9ROWLJHXUVµUHÁHFWVWKLVVHQWLPHQWLQLWVO\ULFV7UDQV
ODWHGIURPWKH)UHQFKWKHO\ULFVDUH
 :HKDYHD0DMRU
 :KRKDVWKHGHYLOLQKLP
 +H·OOEHWKHGHDWKRIXV
 7KHUH·VQRGHYLOQRUWLJHU
 $VKDUG\DVWKLVRQH
 1RWXQGHUWKHVXQ
 7KHUH·VQRWRQHOLNHWKLVRQH
,QRUGHUWRXQGHUVWDQGLWVPHDQLQJLWLVLPSRUWDQWWRORRNDWWKHKLVWRULFDOFRQWH[WRI
WKLVVRQJ7KH&DQDGLDQ9ROWLJHXUVZHUHDSURYLQFLDOPLOLWLDFRPPLVVLRQHGE\6LU
*HRUJH3UHYRVWLQWRIRUWLI\/RZHU&DQDGD7KH9ROWLJHXUVZHUHOHGE\0DMRU
&KDUOHVGH6DODEHUU\ D VWULFW DQGPHWLFXORXVFRPPDQGHU+HJRYHUQHGKLVPHQ
ZLWKVHYHUHGLVFLSOLQHKRZHYHUPDQ\RIWKHPODFNHGIRUPDOPLOLWDU\WUDLQLQJDQG
KLVOHDGHUVKLSZDVRIWHQPHWZLWKGLVGDLQ7KHO\ULFVRIWKLVVRQJRIIHUDJOLPSVH
RIZKDWVROGLHUVWKRXJKWRIWKHLUFRPPDQGHUDQGJLYHQZKDWZHNQRZDERXWWKH
JHQHUDO)UHQFK&DQDGLDQDWWLWXGHWRZDUGWKHZDUWKLVVRQJDSSHDUVWRUHÁHFWWKH
YLHZVRIWKHODUJHUSRSXODFH
 $OWKRXJK)UHQFK&DQDGLDQVJHQHUDOO\ZDUPHGWRWKH:DURIDIWHUPLO
LWDU\YLFWRULHVLQ%ULWLVKPLOLWDU\UHFUXLWHUVLQLWLDOO\IDFHGWKHGLIÀFXOWWDVNRI
GLVFRXUDJLQJGHVHUWHUVDQGHQFRXUDJLQJHQOLVWPHQW´7KH%ROG&DQDGLDQµZDVDUH
FUXLWPHQWVRQJIRUWKH&DQDGLDQPLOLWLDEHOLHYHGWRKDYHEHHQZULWWHQE\&RUQHOLXV
)OXPPHUIHOWLQ:KLOHPXOWLSOHGLIIHUHQWYHUVLRQVKDYHFLUFXODWHGWKURXJKKLV
WRU\WKHJHQHUDOWKHPHRIWKHVRQJLVDGHVFULSWLRQRIWKHHQJDJHPHQWZLWK*HQHUDO
+XOODW'HWURLW7KHO\ULFVSOD\XSWKHUROHRIWKH&DQDGLDQPLOLWLDLQWKHVNLUPLVK
6HDQ0LOOV´)UHQFK&DQDGLDQVDQGWKH%HJLQQLQJRIWKH:DURI5HYLVLWLQJWKH/DFKLQH
5LRWµ+LVWRLUH6RFLDOH6RFLDO+LVWRU\
0LFKHOOH*XLWDUG´%LRJUDSK\RI&KDUOHVGH6DODEHUU\µ7KH8QLYHUVLW\RI7RURQWR
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DQGZKDWZDVHVVHQWLDOO\D%ULWLVK,QGLDQYLFWRU\ LVGHVFULEHGDV WKRXJK LWZHUH
HQWLUHO\D&DQDGLDQYROXQWHHUYLFWRU\
 2XUWURRSVWKHQPDUFKHGRYHU
 2XUDUWLOOHU\ZHGLGODQG
 $QGPDUFKHGVWUDLJKWXSRQWKHLUWRZQ
 /LNHDQXQGDXQWHGEDQG
 «
 7KH<DQNHHER\VEHJDQWRIHDU
 $QGWKHLUEORRGWRUXQFROG
 7RVHHXVPDUFKLQJIRUZDUG
 6RFRXUDJHRXVDQGEROG
 «
 6XFFHVVXQWRWKHYROXQWHHUV
 :KRWKXVWKHLUULJKWVPDLQWDLQ
 /LNHZLVHWKHLUEROGFRPPDQGHU
 6LU,VDDF%URFNE\QDPH
7KRXJKLWVGHWDLOVDUHVOLJKWO\H[DJJHUDWHGWKHLQWHQWLRQRIWKHVRQJLVFOHDUWRSHU
VXDGH)UHQFK&DQDGLDQVWRMRLQWKHPLOLWLD2QHFDQQRWKHOSEXWZRQGHUDVWRWKH
HIIHFWLYHQHVVRIWKLVVRQJ,WSODFHVXQGXHHPSKDVLVRQWKHUROHRIYROXQWHHUVROGLHUV
LQWKHPLOLWDU\DQGH[DJJHUDWHVWKHGHWDLOVRIWKHVHHQJDJHPHQWVLWSHUSHWXDWHVWKH
PLOLWLDP\WKLQVLQXDWLQJWKDWWKHUHZDVLQIDFWDVHQVHRIXQLW\DPRQJWKRVHOLYLQJ
LQ&DQDGDDWWKHWLPH

7KH6SUHDGRI3RSXODU6RQJ
 :KLOHRUDOWUDQVPLVVLRQDFFRXQWHGIRUPXFKRIWKHVSUHDGRIPDQ\VRQJV
EURDGVLGHVZHUHDQLPSRUWDQWPHGLXPIRUFRPPXQLFDWLQJQHZVDQGVRQJVGXULQJ
WKLVWLPH$QDUWLIDFWRIHDUO\SULQWFXOWXUHEURDGVLGHVZHUHODUJHVKHHWVRISDSHU
WKDWZHUHSULQWHGRQRQHVLGHDQGKXQJLQSXEOLFSODFHVIRUDOOWRVHH7KH\ZHUH
UHODWLYHO\LQH[SHQVLYHDQGWKHSULQWLQJSUHVVPDGHLWHDVLHUWRPDVVSURGXFHWKHVH
ZRUNV DQG GLVWULEXWH WKHPZLGHO\ -DPHV0RUHLUD D SURIHVVRU RI DQWKURSRORJ\
ZULWHVWKDW´DXGLHQFHVZHUHGUDZQWR>EURDGVLGHV@EHFDXVHWKHQDUUDWLYHVDGGUHVVHG
PRGHUQ VLWXDWLRQV SURFHVVHV FRQFHUQV WHQVLRQV DQG UHODWLRQVKLSV WKDWZHUH LQ
'RQDOG+LFNH\´'RQ·W*LYH8S7KH6KLS0\WKVRIWKH:DURIµ8QLYHUVLW\RI,OOLQRLV
3UHVV

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IRUPLQJ OLIH LQ VPDOO FRPPXQLWLHVµ  %URDGVLGHVZHUH D FDSWLYDWLQJ VRXUFH RI
LQIRUPDWLRQDERXWFXUUHQWHYHQWVHVSHFLDOO\LQUXUDOFRPPXQLWLHVZKHUHWKHQHZV
RIQDWLRQDOHYHQWVGLGQRWWUDYHODVTXLFNO\7KH´EURDGVLGHEDOODGµEORVVRPHGDV
DJHQUHRIPXVLFGXULQJWKH:DURIDQGVXUURXQGLQJ\HDUVVRQJO\ULFVZHUH
IUHTXHQWO\SXEOLVKHGRQEURDGVLGHVZKLFKHPSOR\HGFRPPRQO\NQRZQPHORGLHV
DQGWROGVWRULHVRIWKHZDU7KH:DURIFUHDWHGDFRQWDJLRXVHPRWLRQDODWPR
VSKHUHDQGEURDGVLGHVSOD\HGDNH\UROHLQLQFUHDVLQJWKHLQÁXHQFHRIVRQJDPRQJ
WKHSRSXODWLRQ
 $QRWKHU IRUP RIPXVLF SXEOLVKLQJ WKDWZDV SURPLQHQW LQ WKH HDUO\ WK
FHQWXU\ZDV WKH VRQJVWHU6RQJVWHUVZHUHSRFNHW VRQJERRNV FRQWDLQLQJ WKUHHRU
PRUHVHFXODUSRHPVZKLFKZHUHLQWHQGHGWREHVXQJ7KHVRQJVWHUGLGQRWFRQWDLQ
PXVLFDOQRWDWLRQQRUGLGLWFRQWDLQVRQJVZLWKUHOLJLRXVWKHPHV5DWKHUWKHO\ULFV
QRWHGWKHWXQHWRZKLFKWKHVRQJVKRXOGEHVXQJZKLFKZDVXVXDOO\WKHPHORG\RI
DQRWKHUSRSXODUVRQJ6RQJVWHUVZHUHSXEOLVKHGDQGGLVWULEXWHGE\LQGLYLGXDOSULQW
HUVERWKLQ$PHULFDDQGLQ(QJODQGDQGZHUHRIWHQJLYHQVLPSOHWLWOHVOLNH7KH
$PHULFDQ6RQJVWHURU$&KRLFH&ROOHFWLRQRI$GPLUHG6RQJV)RUKLVWRULDQVWRGD\
VRQJVWHUVDUHDQH[FHOOHQWUHVRXUFHWKH\VHUYHDVFRPSUHKHQVLYHFDWDORJXHVRIWKH
VRQJVRIWKHHUDDQGSURYLGHDJOLPSVHRIWKHFROOHFWLYHDWWLWXGHVDQGHYHQWVRIWKH
WLPHLQ(QJODQGDQG$PHULFD)RULQVWDQFHLQ-RKQ)UHHWKDQG7KRPDV3HDU
VRQSXEOLVKHGDVRQJVWHUWLWOHG7KH3ROLWLFDO6RQJVWHU$7RXFKRQWKH7LPHVZKLFK
FDWDORJXHGDURXQGSRSXODU(QJOLVKSROLWLFDOVRQJV)UHHWKSUHIDFHGKLVZRUN
VD\LQJ´0\KREE\KRUVHDQGSUDFWLFH IRUQHDUO\ WKLUW\\HDUVSDVWKDYHEHHQ WR
ZULWHVRQJVXSRQWKHRFFXUUHQFHRIUHPDUNDEOHHYHQWV«0\VRQJVDUHSULQFLSDOO\
DGDSWHGWRWKHWLPHVLQZKLFKWKH\ZHUHZULWWHQµ$OWKRXJKKHDFNQRZOHGJHVWKDW
WKHVRQJVKHZURWHDUHRIWHQFRORUHGE\KLVRZQELDVHGRSLQLRQVKHDVVHUWVWKDWKH
GLGKLVEHVWWRJLYHWKHREMHFWLYHGHWDLOVDQGUHFRUGHYHQWVLQVRQJVRDVWRHQVXUH
WKHLUVXUYLYDOLQWRWKHIXWXUH6RQJVWHUVIDGHGDZD\ZLWKWKHSDVVDJHRIWLPHDQG
E\WKHWKFHQWXU\WKHWHUP´VRQJVWHUµUHIHUUHGPRUHWRPLQVWUHOV\WKDQWRSXE
OLVKHGVRQJV+RZHYHUGXULQJWKHSHDNRIWKHLUSURGXFWLRQVRQJVWHUVDFFRXQWHGIRU
PXFKRIWKHVSUHDGRISRSXODUVRQJDQGKHOSHGSHRSOHV·VWRULHVRIHYHQWVVXUYLYHLQ
WKHIRUPRIO\ULFV
-DPHV0RUHLUD´)LFWLRQDO/DQGVFDSHVDQG6RFLDO5HODWLRQVLQ1LQHWHHQWK&HQWXU\%URDGVLGH
%DOODGVµ(WKQRORJLHVQR
(XVWDFH´:DUDQGWKH3DVVLRQVµ
,UYLQJ/RZHQV´7KH6RQJVWHUDQGWKH6FKRODUµ$PHULFDQ$QWLTXDULDQ6RFLHW\3URFHHGLQJV
QV
-RKQ)UHHWK´7KH3ROLWLFDO6RQJVWHURU$7RXFKRQWKH7LPHVµ%LUPLQJKDP3HDUVRQDQG5RO
ODVRQ$

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0XVLFLQ$PHULFD3UH
 $URXQGWKHHDUO\VVHYHUDOSRSXODUVRQJVSHUPHDWHGWKURXJK$PHUL
FDQVRFLHW\7KHÀUVWZDV´+DLO&ROXPELDµDVRQJWKDWERUHJUHDWVLJQLÀFDQFHIRU
WKH\RXQJ8QLWHG6WDWHV7KH O\ULFVZHUHZULWWHQE\-RVHSK+RSNLQVRQ LQ
VHW WR WKH WXQHRI3KLOLS3KLOH·V ´7KH3UHVLGHQW·V0DUFKµZKLFKZDV FRPSRVHG
IRU*HRUJH:DVKLQJWRQ·VLQDXJXUDWLRQ$WWKHWXUQRIWKHHLJKWHHQWKFHQWXU\FRQ
ÁLFWZDVEUHZLQJEHWZHHQ(QJODQGDQG)UDQFHDQGPDQ\$PHULFDQVZHUHGLYLGHG
RYHUZKLFKVLGHWRVXSSRUW$FFRUGLQJWR+RSNLQVRQ´+DLO&ROXPELDµZDVPHDQW
WRGUDZSHRSOHDZD\IURPZDQWLQJWRVXSSRUWHLWKHUVLGHDQGLQVWHDG´JHWXSDQ
$PHULFDQ VSLULWZKLFK VKRXOGEH LQGHSHQGHQWRI WKH LQWHUHVWV«RIERWKEHOOLJHU
HQWV«>DQGEULQJ@DIHHOLQJRIXQLW\WRDQDWLRQVWLOOGLYLGHGLQWRVHSDUDWHVWDWHVµ
7KHVRQJ·VO\ULFVSUDLVHGWKH$PHULFDQPLOLWDU\IRULWVYLFWRULHVGXULQJWKH5HYROX
WLRQ
 +DLO&ROXPELDKDSS\ODQG
 +DLO\HKHURHV+HDY·QERUQEDQG
 :KRIRXJKWDQGEOHGLQ)UHHGRP·VFDXVH
 $QGZKHQWKHVWRUPRIZDUZDVJRQH
 (QMR\HGWKHSHDFH\RXUYDORUZRQ
´+DLO&ROXPELDµSURYLGHGDVLJQLÀFDQWERRVWRIPRUDOHIRUVROGLHUVDQGLWZDVD
VRQJWKDWPRVW$PHULFDQVZRXOGKDYHNQRZQDWWKHVWDUWRIWKHZDU6RQJVOLNHWKLV
ZHUHSHUIRUPHGDWSXEOLFJDWKHULQJVDQGLQVROGLHUFDPSVDQGURXVHGWKHSDWULRWLF
VSLULWRIWKH$PHULFDQSHRSOH´+DLO&ROXPELDµZDVHVVHQWLDOO\WKHQDWLRQ·VXQ
RIÀFLDOQDWLRQDODQWKHPDQGLWVDELOLW\WRVWLUWKHSDVVLRQVRIWKHSHRSOHVHWWKHVWDJH
IRUWKHVWURQJQDWLRQDOLVWLQÁXHQFHWKDWZRXOGVRRQSHUYDGHWKHFRXQWU\
 ´<DQNHH'RRGOHµZDVDQRWKHUVRQJKROGLQJDSURPLQHQWSODFHLQ$PHUL
FDQPLQGVDWWKHVWDUWRIWKH:DURI,WRULJLQDWHGGXULQJWKH5HYROXWLRQDU\
:DUDVDVRQJVXQJE\WKH%ULWLVKVROGLHUVWRSXWGRZQ$PHULFDQV,WZDVTXLFNO\
FODLPHGE\WKH$PHULFDQVZKRDGDSWHGLWVO\ULFVWREHDQWL%ULWLVK/LNH´+DLO
&ROXPELDµWKLVVRQJVSUHDGLQSRSXODULW\DQGLWVPHORG\ZDVXVHGIRUPDQ\RWKHU
7\UHOO:LOOLDP&KDUOHV6PLWKDQG:DOODFH+RXVH:DURI1HZ<RUN)RONDZD\V5H
FRUGVDQG6HUYLFH&RUS
'DYLG:DOGVWUHLFKHU´,QWKH0LGVWRI3HUSHWXDO)HWHV7KH0DNLQJRI$PHULFDQ1DWLRQDOLVP
µ&KDSHO+LOO8QLYHUVLW\RI1RUWK&DUROLQD3UHVV
/LEUDU\RI&RQJUHVV´<DQNHH'RRGOH/\ULFDO/HJDF\µ

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VRQJVGXULQJWKHWLPHSHULRG0DQ\EURDGVLGHEDOODGVZHUHFRPSRVHGWRWKHWXQH
RI´<DQNHH'RRGOHµZKLFKNHSWWKHSXEOLFLQIRUPHGRIJRLQJVRQLQWKHZDU7KH
IROORZLQJVHFWLRQH[DPLQHVDVHOHFWLRQRIEURDGVLGHEDOODGVIURPWKH:DURI
WKDWXWLOL]HGWKHPHORG\RI´<DQNHH'RRGOHµ
 $VWHQVLRQVURVHEHWZHHQWKH8QLWHG6WDWHVDQG(QJODQGRQWKHKLJKVHDVLQ
3UHVLGHQW7KRPDV-HIIHUVRQHQDFWHGDQHPEDUJRDJDLQVW(QJODQG7KLVHP
EDUJRTXLFNO\EHFDPHDSRSXODUWRSLFIRUEURDGVLGHEDOODGV1DWKDQLHO&RYHUO\-U
SULQWHGDEDOODGLQ%RVWRQWLWOHG´7KH(PEDUJR$1HZ6RQJµ+LVVRQJWHOOVRIWKH
HPEDUJRIURPDPHUFKDQW·VSHUVSHFWLYHGHVFULELQJWKHIUDQWLFDWWHPSWWRJHWVKLSV
RXWWRVHDEHIRUHWKHWUDGHHPEDUJRWRRNHIIHFW
 $WWHQWLRQSD\\HERQQ\ODGV
 $QGOLVWHQWRP\)DU·JR
 $ERXWDQDWLRQGHXFHGWKLQJ
 :KLFKSHRSOHFDOO(PEDUJR
 ,Q%RVWRQWRZQWKHRWKHUGD\
 7KHSHRSOHDOOZHUHEOXVW·ULQJ
 $QG6DLORUVWRRDVWKLFNDVKDLO
 $ZD\WRVHDZHUHPXVW·ULQJ
7KHO\ULFVRIWKLVVRQJSURYLGHDGLIIHUHQWSHUVSHFWLYHRQWKHHPEDUJRWKDQLVXVX
DOO\UHFRUGHGLQKLVWRU\WH[WV)URPDVDLORURUPHUFKDQW·VSRLQWRIYLHZWKHHP
EDUJRZDVQRWDZHOFRPHSROLF\LWWKUHDWHQHGWKHLUOLYHOLKRRGDQGDELOLW\WRVXSSRUW
WKHPVHOYHV7KLVVRQJWRRNRQDVDWLULFDOTXDOLW\DVLWVXEWO\FULWLFL]HGWKHHPEDUJR
 ,·YHJRWDYHVVHODWWKHZKDUI
 :HOOODGHGZLWKDFDUJR
 $QGZDQWDIHZPRUHKDQGVWRKHOS
 7RFOHDUWKH&XUV·G(PEDUJR
$QRWKHUUHQGLWLRQRIWKLVVRQJZDVSXEOLVKHGLQWKH+DPSVKLUH)HGHUDOLVWLQ
FRPSRVHGE\DQXQQDPHGVDLORUZKRH[SHULHQFHGWKHHIIHFWVRIWKHHPEDUJRÀUVW
KDQG7KHO\ULFVRIKLVUHQGLWLRQDUHHYHQPRUHYLYLG

.DWH9DQ:LQNOH.HOOHU0XVLFRIWKH:DURILQ$PHULFD$QQDSROLV7KH&RORQLDO0XVLF
,QVWLWXWH
,ELG

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 :LWKOHJVDVVPDOODVPDUOLQVSLNHV
 ,·PZDVWHGWRDVFDUHFURZ
 1RPHDWWRHDWQRJURJWRGULQN³
 $OOE\WKLVGDPQ·GHPEDUJR
7KHDGGLWLRQDOYHUVHVRIWKHVRQJGHVFULEHWKHHFRQRPLFKDUGVKLSVWKDWWKHHPEDUJR
LPSRVHGXSRQWKLVVDLORUDQGKLVIULHQGVDQGIDPLO\VHUYLQJDVDQDQRQ\PRXVEXW
GHVFULSWLYHSULPDU\VRXUFHRILQIRUPDWLRQDERXWOLIHGXULQJWKHHPEDUJR
 :KHQWKHHPEDUJRZDVOLIWHGLQDQRWKHUEURDGVLGHEDOODGZDVSXE
OLVKHGWRWKHPHORG\RI´<DQNHH'RRGOHµWLWOHG´7KH'HDWKRIWKH(PEDUJRµ7KLV
VRQJ UHYHOHG LQ WKHZDNHRI WKH HPEDUJR·V SDVVLQJ DQG LWV FKRUXV UHÁHFWHG WKH
VDLORUV·GHOLJKW
 <DQNHH'RRGOHOHWXVVLQJ
 $QGWRVVDERXWWKH%UDQG\
 7KH(PEDUJRZDVDGHXFHGWKLQJ
 ,WQHYHUZDVWKHGDQG\
%\XVLQJ WKHVDPHFRPPRQPHORG\ WKHVHVRQJVZRXOGKDYHUHVRQDWHGZLWK WKH
SHRSOHDQGJLYHQWKHPDYHKLFOHIRUWHOOLQJWKHLUVWRULHV0DQ\RWKHUVRQJVZHUH
SXEOLVKHGGXULQJWKLVWLPHWRWKHPHORG\RI´<DQNHH'RRGOHµVXFKDV´7KH%DWWOH
RI%DOWLPRUHµLQDQG´)RUWKH)RXUWKRI-XO\µFRPSRVHGWRVWLUXS$PHULFD·V
SDWULRWLFVSLULWLQ

0XVLFLQWKH0LOLWDU\
 ,QWKHHLJKWHHQWKFHQWXU\PXVLFSOD\HGDNH\UROHLQ%ULWLVKDQG$PHULFDQ
PLOLWDU\OLIH0RVWPLOLWDU\FRPSDQLHVKDGDVLPSOHEDQGZKLFKXVXDOO\FRQVLVWHG
RIDWOHDVWRQHVQDUHGUXPÀIHDQGEXJOH7KHVHEDQGVVSHFLDOL]HGLQÀHOGPXVLF
ZKLFKGLUHFWHGWKHGDLO\DFWLYLWLHVRIVROGLHUVRQDQGRIIRIWKHEDWWOHÀHOG6SHFLÀF
PHORGLHVPHDQWGLIIHUHQWRUGHUVIRUVROGLHUV´5HYHLOOHµZDVDWXQHXVHGWRURXVH
VROGLHUVLQWKHPRUQLQJ´7DWWRRµZDVDPHORG\WKDWVLJQDOHGLWZDVWLPHWRUHWLUH
IRUWKHQLJKW2WKHUPHORGLHVDOHUWHGWURRSVRIPHDOWLPHVHPHUJHQFLHVDQGPRVW
LPSRUWDQWO\JDYHGLUHFWLRQVRQWKHEDWWOHÀHOG
,ELG
7KH)RUW0F+HQU\*XDUG´)LHOG0XVLFµ

)FSCFST&WFSZ4POH5FMMTB4UPSZ
 ,QWKHGLQRIEDWWOHDJHQHUDO·VRUGHUVZRXOGQRWEHKHDUGE\KLVWURRSV7KH
VKULOOQRLVHRIDÀIHRUEXJOHRQWKHRWKHUKDQGZRXOGULQJRXWRYHUWKHVRXQGVRI
WKHÀJKWLQJ&DOOVVLJQDOHGUHWUHDWVDQGDGYDQFHVDQGZHUHHVVHQWLDOWRWKHH[HFX
WLRQRIPLOLWDU\PDQHXYHUV7KHSUDFWLFHRIXVLQJPXVLFLQWKHPLOLWDU\GDWHVEDFN
DVIDUDVWKLUWHHQWKFHQWXU\(XURSH,QWKHVWKH%ULWLVKDUP\GHYHORSHGVSH
FLÀFFDOOVIRUGUXPVÀIHDQGWUXPSHWZKLFKDOOVROGLHUVZHUHH[SHFWHGWREHDEOH
WRUHFRJQL]HLQFRPEDW%\WKH:DURIWKHVHPHORGLHVKDGEHFRPHFRPPRQ
SODFHDPRQJVROGLHUVDQGZHUHXVHGE\ERWK%ULWLVKDQG$PHULFDQPLOLWDU\XQLWV
 )RUWKH%ULWLVKDQGWKH$PHULFDQVWKHEDQGZDVDQLQGLVSHQVLEOHSLHFHRI
WKHPLOLWDU\SDUWLFXODUO\LQ$PHULFDWKLVFRQWLQXHGWREHWKHFDVHHYHQXSWKURXJK
WKH&LYLO:DU,QIDFWPDQ\FRPSDQLHVKDGEDFNXSPXVLFLDQVLQFDVHRQHPLJKW
EHZRXQGHGLQFRPEDW  ,QDFFRXQWVRIEDWWOHVVROGLHUVRQERWKVLGHVZURWHRI
WKHSUL]HVWKH\FODLPHGDIWHUYLFWRULHVLQPDQ\LQVWDQFHVWKRVHZULWLQJPDGHVSH
FLDOQRWHVUHJDUGLQJWKHDFTXLVLWLRQRIPXVLFDOLQVWUXPHQWV,QKLVSHUVRQDOMRXUQDO
7KRPDV9HUFKpUHVGH%RXFKHUYLOOH D)UHQFK&DQDGLDQ UHFRUGHGKLV H[SHULHQFH
RI*HQHUDO+XOO·VIDLOHGFDPSDLJQDW'HWURLWDWWKHYHU\EHJLQQLQJRIWKHZDU+H
ZURWHRIWKHVHL]XUHRIRQHRI+XOO·VERDWVVD\LQJ´WKLVYHVVHOFDUULHGDOOWKHPXVL
FDOLQVWUXPHQWVRI+XOO·VDUP\EHVLGHVPXFKRIWKHSHUVRQDOEDJJDJHRIKLVPHQ
7KLVZDVWKHÀUVWSUL]HRIWKHZDUDQGLWZDVWDNHQE\D\RXQJ)UHQFK&DQDGLDQµ
$FTXLULQJWKHFDUJRRILQVWUXPHQWVZDVDVLJQLÀFDQWHYHQWIRUWKH%ULWLVKEHFDXVH
WKH\ZHUHIDLUO\YDOXDEOHDQGZRXOGOLNHO\EHSXWWRXVHE\WKH%ULWLVKPLOLWDU\$Q
RWKHU%ULWLVKVROGLHUZURWHRIWKHPXVLFSOD\HGE\WKH%ULWLVKDVWKH\PDUFKHGRQ
:DVKLQJWRQLQ
       
7KH.HQWLVK*XDUGV´$+LVWRU\RI)LIHDQG'UXP0XVLFDQGRIWKH.HQWLVK*XDUGV)LIHDQG
'UXP&RUSVµ
(/DZUHQFH$EHO´5DWWOH7RRW7ZHHWµ&LYLO:DU7LPHV,OOXVWUDWHGQR
,ELG
0LOR4XDLIH:DURQWKH'HWURLW7KH&KURQLFOHVRI7KRPDV9HUFKpUHVGH%RXFKHUYLOOH&KL
FDJR7KH/DNHVLGH3UHVV55'RQQHOO\	6RQV&R
3LWFK$QWKRQ\7KH%XUQLQJRI:DVKLQJWRQ7KH%ULWLVK,QYDVLRQRI$QQDSROLV86
1DYDO,QVWLWXWH3UHVV
)XOOWKURDWHGEXJOHUVDQGV\QFKURQL]HGGUXPPHUV¿OOHGWKHDLUZLWKVWLUULQJQRWHV
IURP+DQGHO¶VPXFKORYHGRSHUD -XGDV0DFFDEHXV7KH ORQJ OLQHV RI DURXVHG
VROGLHUVQHHGHGQRIXUWKHUSURPSWLQJ$FKRUXVRIPDVFXOLQHYRLFHVWRRNXSWKH
GH¿DQWZRUGVLQOXVW\XQLVRQDVWKH\VDQJOLNHDWULXPSKDQWDUP\µ6HHWKHFRQ
TXHULQJKHURFRPHV6RXQGWKHWUXPSHWEHDWWKHGUXPV¶   
  
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$WWKH%DWWOHRI%DOWLPRUHRQH$PHULFDQVROGLHULQ)W0F+HQU\ZURWH´MXELODQW
DUWLOOHU\PHQFKHHUHGDQGKROOHUHGWKHLUVSLULWVOLIWHGHYHQKLJKHUZKHQPXVLFLDQV
SLSHGRXWWKHMDXQW\WXQHRI¶<DQNHH'RRGOH·µ7KHVHÀUVWKDQGDFFRXQWVGHPRQ
VWUDWHWKHLPSRUWDQFHRIPXVLFLQPLOLWDU\FRQWH[WVIRU%ULWLVKDQG$PHULFDQVDOLNH
WKHPXVLFSHUIRUPHGE\WKHVHEDQGVJDOYDQL]HGVROGLHUVERRVWHGWKHLUFRXUDJHDQG
GURYHWKHPRQZDUGLQEDWWOH
 2IIWKHEDWWOHÀHOGPXVLFWRRNRQDYHU\GLIIHUHQWUROHIRUVROGLHUV)DFHG
ZLWKORWVRIGRZQWLPHDQGORQJPDUFKHVVROGLHUVIRXQGZD\VWRLQFRUSRUDWHPXVLF
LQWRWKHLUGDLO\URXWLQH'XULQJPDUFKHV WKHSOD\LQJRIVRQJVE\WKHEDQGFRXOG
NHHSWKHVROGLHUVPRYLQJDWDVWHDG\SDFHDVZHOODVWDNHWKHLUPLQGVRIIRIWKHLUDU
GXRXVWUHN,GOHWLPHVSHQWLQFDPSOHIWVROGLHUVWLPHWRGULQNDQGVRFLDOL]H:KLOH
PHUU\PDNLQJZDVQRWSHUPLWWHGLQVWUDWHJLFFDPSVRUDPRQJVWULFWO\GLVFLSOLQHG
FRPSDQLHVOHVVGLVFLSOLQHGPLOLWDU\EDQGVRIWHQXVHGGRZQWLPHWRSOD\PXVLF8V
LQJWKHPHORGLHVRIZHOONQRZQVRQJVVROGLHUVGHYHORSHGWKHLURZQRULJLQDOO\U
LFVWRWHOOWKHLUH[SHULHQFHVLQWKHZDU6ROGLHUVUDUHO\VDQJRIORVVHVDQGWHQGHGWR
IRFXVVROHO\RQSRVLWLYHVXEMHFWV7KH\VDQJDERXWWKHLUFRPSDQLHVWKHLUPLOLWDU\
YLFWRULHVDQGWKHLUOLYHVDVVROGLHUV0XVLFZDVDSRZHUIXOXQLI\LQJIRUFHIRUVRO
GLHUVDVLWHQDEOHGWKHPWRVKDUHWKHLUH[SHULHQFHVDQGIRUPDFRPPRQERQGERWK
LQEDWWOHDQGLQFDPS
&HOHEUDWLQJ1DYDO9LFWRULHV
 2QHRIWKHVLJQLÀFDQWRXWFRPHVRIWKH:DURIZDVWKHGHYHORSPHQW
RI WKH$PHULFDQ1DY\$W WKHRQVHW RIZDU WKH%ULWLVKKDG D ODUJHQDYDO IRUFH
WKH8QLWHG6WDWHVRQWKHRWKHUKDQGZDVQRWVRUHDG\,WGLGKDYHDQDY\EXWLW
ZDVPXFKVPDOOHUWKDQ%ULWDLQ·V$VDUHVXOWWKH:DURIVHUYHGDVDSURYLQJ
JURXQGIRUWKH$PHULFDQ1DY\+LVWRULDQ'RQDOG+LFNH\ZULWHV´$PHULFDQYLFWR
ULHVZHUHXQH[SHFWHGDQGVHUYHGQRWLFHRQWKHZRUOGWKDWWKHQHZQDWLRQZDVDULV
LQJQDYDOSRZHUµ$PHULFDQVXFFHVVHVRQWKHZDWHUZHUHVLJQLÀFDQWFRQWULEXWRUV
WRWKH´JRRGIHHOLQJVµRIQDWLRQDOLVPDQGERRVWHGWKHPRUDOHRI$PHULFDQV
7KHSRVLWLYHHIIHFWVRI$PHULFDQQDYDOYLFWRULHVPHDQWWKDWDJUHDWQXPEHURIVRQJV
ZHUHFRPSRVHGWRFHOHEUDWHWKHP´'HFDWXUDQGWKH1DY\µFRPSRVHGLQE\
SXEOLVKHU,VKPDHO6SLFHUSUDLVHGWKHWULXPSKRIWKH$PHULFDQ1DY\XQGHUWKHFRP
,ELG
7D\ORU´7KH&LYLO:DURIµ
'RQDOG+LFNH\´'RQ·W*LYH8S7KH6KLS0\WKVRIWKH:DURIµ8QLYHUVLW\RI,OOLQRLV
3UHVV

)FSCFST&WFSZ4POH5FMMTB4UPSZ
PDQGRI6WHSKHQ'HFDWXU7KHO\ULFVGHVFULEHKLVHQJDJHPHQWZLWKWKH
+060DFHGRQLDQ
 7KHÀHUFH0DFHGRQLDQVRRQ\LHOGVWRKHUIRH
 6KH\LHOGVWRWKHJDOODQWDQGEUDYH
 6XFFHVVWRRXUVDLORUVZKHUHYHUWKH\JR
 $QGLQGHDWKVZHHWSHDFHWRWKHLUJUDYH
 +X]]DWRWKHEUDYHWKDWWULXPSKDQWO\ULGH
 $QGWUDYHUVHWKHERLVWHURXVVHD
 &ROXPELD·VJORU\KHUKRQRUDQGSULGH
 $QG)UHHGRP·VIDLUEXOZDUNVKDOOEH
/LNHRWKHUVRQJVRIWKHZDUWKHO\ULFVRI´'HFDWXUDQGWKH1DY\µZHUHLQWHQGHG
WRJORULI\$PHULFDQPLOLWDU\SURZHVVDQGVWLUXSDVWURQJVHQVHRIQDWLRQDOSULGH
6RPH VRQJV H[WROOHG SUDLVH PRUH EURDGO\ RXWOLQLQJ PXOWLSOH QDYDO YLFWRULHV DW
RQFH´&KDUJHWKH&DQ&KHHULO\µZULWWHQDURXQGE\DQXQNQRZQDXWKRUWHOOV
WKHVWRU\RIVHYHUDOHQJDJHPHQWVDWRQFH

 1RZFRLOXS\RXUQRQVHQVH¶ERXW(QJODQG·VJUHDW1DY\
 $QGWDNHLQ\RXUVODFNDERXWRDNKHDUWHGWDUV
 )RUIULJDWHVDVVWRXWDQGDVJDOODQWFUHZVKDYHZH
 2UKRZFDPHKHU0DFHGRQGHFN·GZLWKRXUVWDUV"
 <HVKRZFDPHKHU*XHUULHUHKHU3HDFRFNDQG-DYD
 $OOVHQWEURNHQULEE·GWR2OG'DY\RIODWH"
:LWK D WRQJXHLQFKHHN GHOLYHU\ WKH VRQJ DOOXGHV WRPXOWLSOH%ULWLVK VKLSV WKDW
ZHUHHLWKHUVXQNRUFODLPHGE\$PHULFDQVLQEDWWOH$QRWKHUVLPLODUVRQJZDV´<H
3DUOLDPHQWRI(QJODQGµ/LNH´ &KDUJHWKH&DQ&KHHULO\µWKLVVRQJUHIHUHQFHGPXO
WLSOH$PHULFDQQDYDOYLFWRULHVDQGVHHPHGWREHZULWWHQSURJUHVVLYHO\DV$PHULFD
HPHUJHGYLFWRULRXVLQVXEVHTXHQWEDWWOHVQHZYHUVHVZHUHDGGHGWRDFFRXQW
IRUWKHP
 7KHUH·V5RGJHUVLQWKH3UHVLGHQWZLOOEXUQVLQNDQGGHVWUR\
 7KH&RQJUHVVRQWKH%UD]LOFRDVW\RXUFRPPHUFHZLOODQQR\
9DQ:LQNOH.HOOHU0XVLFRIWKH:DU
7\UHOO6PLWKDQG+RXVH:DURI

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 7KH(VVH[LQWKH6RXWK6HDVZLOOSXWRXWDOO\RXUOLJKWV
 7KH)ODJVKHZDYHVDWKD·PDVWKHDG´)UHH7UDGHDQG6DLORUV·5LJKWVµ
)RU$PHULFDQVVROGLHUVDQGFLYLOLDQVDOLNHWKHVHVRQJVZRXOGKDYHSURYLGHGDPR
UDOHERRVWHUDQGVWUHQJWKHQHGERQGVEHWZHHQWKHP7KH\UHDIÀUPHGWKHVWUHQJWKRI
WKHFRXQWU\HPSKDVL]HGWKHSRVLWLYHRXWFRPHVRIWKHZDUDQGSURYLGHGDPHDQVE\
ZKLFKVWRULHVRIPLOLWDU\DFWLRQFRXOGEHVKDUHG
0XVLFDQG6RFLHW\
 )RUPRVWFRPPRQSHRSOHWKH:DURIZDVQRWH[SHULHQFHGÀUVWKDQG
1HZVSDSHUV DQG EURDGVLGHV SURYLGHGPXFK RI WKHLU LQIRUPDWLRQ DERXW WKHZDU
WKRXJK WKHGHWDLOVZHUHQRWDOZD\VHQWLUHO\DFFXUDWH'HVSLWH WKHZDU·VQHJDWLYH
FRQQRWDWLRQWKHJHQHUDOSRSXODWLRQVHHPHGWRWDNHDJUHDWGHDORISOHDVXUHLQWKLV
FRQÁLFW1LFROH(XVWDFHSRVLWVWKDWGXULQJWKLVWLPHSDVVLRQDWHLGHDOVRIPDUULDJH
DQGVH[XDOLW\SURVSHUHGLQWKH8QLWHG6WDWHVDQGZHUHUHÁHFWHGLQSRSXODUVRQJV
2QHH[DPSOHRIVXFKDVRQJZDV´+RZWR1DLO¶(PµSXEOLVKHGLQ7KHO\ULFV
SUDLVH$PHULFDQPLOLWDU\SURZHVVEXWFRQWDLQDVWURQJVH[XDOXQGHUWRQH
 7KH%DFKHORU·VDKREQDLO
 +HUXVWVIRUZDQWRIXVHVLU
 7KHPLVHUVWKH\·YHQRQDLOVDWDOO
 7KH\·UHDOODSDFNRIVFUHZVVLU
 7KH(QJOLVKPHQZLOOJHWVRPHFORXWV
 ,IKHUHWKH\FKDQFHWRURDPVLU
 )RU$PHULFDQVOLNHKDPPHUVZLOO
 %HVXUHWRGULYHWKHPKRPHVLUV
7KHVRQJYHU\RSHQO\VXJJHVWVWKDWDVROGLHU·VVH[XDOLW\DOORZHGWRIXOO\GHYHORSLQ
PDUULDJHHQKDQFHVKLVDELOLWLHVRQWKHEDWWOHÀHOGDVZHOO7KLVUHLQIRUFHV(XVWDFH·V
FODLPWKDW$PHULFDQVZHUHLQFOLQHGWRWXUQWKHZDULQWRVRPHWKLQJSRVLWLYHHPSKD
VL]LQJYDOXHVRIFRXUDJHDQGPDUULDJHDVIXOÀOOPHQWRIRQH·VSDWULRWLFGXW\
 6RFLDOGDQFHVZHUHDSURPLQHQWIHDWXUHRI$PHULFDQOLIHGXULQJWKHFRORQLDO
SHULRG'HULYHGIURP(XURSHDQRULJLQV$PHULFDQVHQJDJHGLQGDQFLQJDVDVRFLDO
DFWLYLW\RIWHQFDOOHG´FRXQWU\GDQFHVµ'XULQJ WKH:DURID ODUJHQXPEHU
(XVWDFH´:DUDQGWKH3DVVLRQVµ

)FSCFST&WFSZ4POH5FMMTB4UPSZ
RIGDQFHWXQHVZHUHFRPSRVHGIURPPDUFKHVDQGPLQXHWVWRKRUQSLSHVDQGMLJV
:KLOH ODFNLQJ WKHHOHPHQWRI VWRU\WHOOLQJ IRXQG LQ O\ULFDOSLHFHV WKHVHPDUFKHV
ZHUHXVXDOO\JLYHQWLWOHVWKDWUHÁHFWHGLPSRUWDQWSODFHVDQGÀJXUHV,Q,ULVK
$PHULFDQFRPSRVHU:DOWHU-DFNVRQZURWHDGDQFHWXQHFDOOHG´-DFNVRQ·V:HOFRPH
+RPHµWRKRQRU$QGUHZ-DFNVRQDIWHUKLVYLFWRU\LQWKH%DWWOHRI1HZ2UOHDQV
$QRWKHUFRPSRVHU)UHGHULFN:DJOHUFRPSRVHGDKRUQSLSHDOLYHO\VW\OHRIVRQJ
DQGGDQFHWRFRPPHPRUDWHWKH%DWWOHRI7LSSHFDQRH$IWHU,VDDF+XOO·VQD
YDOVXFFHVVHVDERDUG WKH866&RQVWLWXWLRQ LQEURDGVLGHVTXLFNO\VWDUWHG
SULQWLQJVRQJVRISUDLVH LQFOXGLQJDPDUFK WLWOHG´+XOO·V9LFWRU\µ7KHVHSLHFHV
DQGWKHFRXQWOHVVRWKHUVFRPSRVHGDWWKHWLPHDGGHGDVWURQJVRFLDOFRPSRQHQWWR
WKHZDUH[SHULHQFHDQGSUHVHQWHGWKHZDULQDPRUHSRVLWLYHOLJKW
7KH6WDU6SDQJOHG%DQQHU
 2IDOOWKHVRQJVFRPSRVHGGXULQJWKH:DURISHUKDSVWKHPRVWZHOO
NQRZQRI WKHVH LV ´7KH6WDU6SDQJOHG%DQQHUµ&RPSRVHGGXULQJ WKH%DWWOH RI
%DOWLPRUHE\)UDQFLV6FRWW.H\ WKHVRQJGHVFULELQJKLVH[SHULHQFHRI WKHEDWWOH
KDVEHFRPHRXUQDWLRQDODQWKHP+RZHYHULWPD\FRPHDVDVXUSULVHWRVRPH
WKDWWKLVVRQJERUHYHU\OLWWOHVLJQLÀFDQFHGXULQJWKHZDUDOWKRXJKLWZDVSXEOLVKHG
DVDEURDGVLGHLQLWGLGQRWEHFRPHWKHRIÀFLDOQDWLRQDODQWKHPXQWLO
XQGHU3UHVLGHQW+HUEHUW+RRYHU/LNHVRPDQ\RWKHUVRQJVSXEOLVKHGGXULQJWKH
ZDU´7KH6WDU6SDQJOHG%DQQHUµZDVPHUHO\DQHZVHWRIO\ULFVVHWWRDIDPLOLDU
WXQH,QWKLVFDVHWKHPHORG\ZDV´7R$QDFUHRQLQ+HDYHQµRU´7KH$QDFUHRQRWLF
6RQJµZKLFKZDV WKH WKHPHVRQJRI WKH(QJOLVK VRFLDO FOXE WKH$QDFUHRQRWLF
6RFLHW\+LVWRULDQ'DYLG+LOGHEUDQGSRLQWVRXWWKDWRXUEHORYHGQDWLRQDODQWKHP
LVHVVHQWLDOO\WKHVDPHPHORG\DVDSRSXODU%ULWLVKGULQNLQJVRQJZKLFKVHHPVWR
UDWWOHLWVDXVWHULW\$OVRLQFRPSRVHU-DPHV+HZLWWDGDSWHGWKHO\ULFVRI
.H\·VVRQJWRDQHQWLUHO\QHZPHORG\LQWKHVW\OHRID%ULWLVKPDUFK,WIDLOHGWR
DWWDLQZLGHVSUHDGSRSXODULW\EXWUHLQIRUFHVWKHIDFWWKDWGHVSLWHWKHUHYHUHGVWDWXV
LWPDLQWDLQVWRGD\´7KH6WDU6SDQJOHG%DQQHUµZDVQRWDOZD\VKHOGLQVXFK
KLJKHVWHHP
9DQ:LQNOH.HOOHU0XVLFRIWKH:DU
7\UHOO6PLWK+RXVH:DURI
1DWLRQDO0XVHXPRI$PHULFDQ+LVWRU\´6WDU6SDQJOHG%DQQHUDQGWKH:DURIµ
'DYLG+LOGHEUDQG´7KH0XVLFRIWKH:DURIµ3HUIRUPHG&6SDQ
9DQ:LQNOH.HOOHU0XVLFRIWKH:DURI

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 )UDQFLV6FRWW.H\LVW\SLFDOO\RQO\NQRZQIRUZULWLQJ´7KH6WDU6SDQJOHG
%DQQHUµEXWLWLVLPSRUWDQWWRQRWHWKDWKHKDGFRPSRVHGDQGSXEOLVKHGDVRQJLQ
WKDWDOVRXWLOL]HGWKHPHORG\RI´$QDFUHRQLQ+HDYHQµ7KLVVRQJ´:KHQWKH
:DUULRU5HWXUQVµFRQWDLQHGWKHVDPHVWURQJSDWULRWLFO\ULFVDVKLVODWHUZRUN
 ,QWKHFRQÁLFWUHVLVWOHVVHDFKWRLOWKH\HQGXUHG
 ¶7LOOWKHLUIRHVÁHGGLVPD\HGIURPWKHZDU·VGHVRODWLRQ
 $QGSDOHEHDPHGWKH&UHVFHQWLWVVSOHQGRUREVFXUHG
 %\WKHOLJKWRIWKH6WDU6SDQJOHGÁDJRIRXUQDWLRQ

7KLVVRQJHYHQKLQWHGDW.H\·VODWHUZRUNZLWKLWVLQFOXVLRQRIWKH´6WDU6SDQJOHGµ
SKUDVH+RZHYHU´7KH6WDU6SDQJOHG%DQQHUµRQO\HQMR\HGPRGHUDWHSRSXODULW\
RYHUWKHFRXUVHRIWKHWKFHQWXU\,WZDVVXQJE\ERWKVLGHVGXULQJWKH&LYLO:DU
DQGPDQ\YDULDWLRQV RI WKH WXQHZHUH SXEOLVKHG LQFOXGLQJ DZDOW] DQG6SDQLVK
GDQFHYHUVLRQ%XW WKHFRXQWU\ZDVFRQWHQWZLWK´+DLO&ROXPELDµDVDQDWLRQDO
DQWKHPXQWLOWKHHDUO\WKFHQWXU\ZKHQDPRYHPHQWZDVSXWLQPRWLRQWRKDYH
.H\·VVRQJHVWDEOLVKHGLQVWHDG

/HJDF\
 ,WLVDZRQGHUWKDWRIWKHLQQXPHUDEOHVRQJVZULWWHQGXULQJWKH:DURI
´7KH6WDU6SDQJOHG%DQQHUµLVUHDOO\WKHRQO\RQHWKDW OLYHVRQWRGD\ /LNHWKH
ZDULWVHOIPRVWRIWKHVRQJVRIWKH:DURIKDYHODUJHO\IDGHGIURP$PHUL
FDQPHPRU\$QG\HWZKHQH[DPLQHGFORVHO\WKHVHVRQJVDUHLPSRUWDQWSULPDU\
VRXUFHVWKDWSURYLGHDUHPDUNDEOHYLVLRQRIOLIHDWWKHWLPH*UDQWHGWKHLQIRUPD
WLRQWKH\FRQWDLQPD\QRWEHHQWLUHO\DFFXUDWHWKHVRQJVRQO\SUHVHQWRQHVLGHRI
WKHVWRU\H[DJJHUDWHGHWDLOVDQGWHQGWRIRFXVRQO\RQSRVLWLYHHYHQWV:KLOHWKLV
PD\EHDFULWLFLVPRIWKHXVHRIWKHVHVRQJVDVKLVWRULFDOIDFWWKHVDPHDUJXPHQW
FDQEHPDGHRISULPDU\VRXUFHVLQJHQHUDOWKH\DUHIUHTXHQWO\FRORUHGE\WKHLUDX
WKRUV·ELDVHVDQGSHUFHSWLRQVRIHYHQWV%XWWKHVHLQDFFXUDFLHVDUHDQHVVHQWLDOSDUW
RIWKHSURFHVVRIUHFRQVWUXFWLQJKLVWRU\7KHEDWWOHVDQGÀJXUHVDUHLPSRUWDQWEXW
LQRUGHUWRVHHWKHIXOOSLFWXUHZHPXVWLQFRUSRUDWHFXOWXUDOKLVWRU\LQWKLVFDVH
WKHVRQJVRIWKHHUD(YHU\VRQJWHOOVDVWRU\DQGE\ORRNLQJDWWKHVHVWRULHVLQWKHLU
DSSURSULDWHKLVWRULFDOFRQWH[WZHFDQEHJLQWRVHHWKH:DURILQJUHDWHUGHSWK
,ELG

)FSCFST&WFSZ4POH5FMMTB4UPSZ
%LEOLRJUDSK\
$EHO(/DZUHQFH´5DWWOH7RRW7ZHHWµ&LYLO:DU7LPHV,OOXVWUDWHGQR
%XUVWHLQ$QGUHZ	,VHQEHUJ1DQF\´0DGLVRQ3DUW\3ROLWLFVDQGWKH:DURIµLQ7KH:DU
 RI(DVWHUQ1DWLRQDO3DUNV6HUYLFH9LUJLQLD%HDFK'RQQLQJ&R
(XVWDFH1LFROH´:DUDQGWKH3DVVLRQVRI3DWULRWLVPµ3KLODGHOSKLD7KH8QLYHUVLW\RI
 3HQQV\OYDQLD3UHVV

)RUW0F+HQU\*XDUG7KH´)LHOG0XVLFµ
 KWWSIRUWPFKHQU\JXDUGEORJVSRWFRPSÀHOGPXVLFKWPO
)UHHWK-RKQ´7KH3ROLWLFDO6RQJVWHURU$7RXFKRQWKH7LPHVµ%LUPLQJKDP3HDUVRQDQG
 5ROODVRQS$
+LFNH\'RQDOG´'RQ·W*LYH8S7KH6KLS0\WKVRIWKH:DURI
 µ8QLYHUVLW\RI,OOLQRLV3UHVV

*XLWDUG0LFKHOOH´%LRJUDSK\RI&KDUOHVGH6DODEHUU\µ7KH8QLYHUVLW\RI7RURQWRKWWS
 ZZZZDURIFDVDODEHUU\KWP
+LFNH\'RQDOG´'RQ·W*LYH8S7KH6KLS0\WKVRIWKH:DURIµ8QLYHUVLW\RI,OOLQRLV3UHVV
 
+LOGHEUDQG'DYLG´7KH0XVLFRIWKH:DURIµ3HUIRUPHG&6SDQ:HE
.HQWLVK*XDUGV7KH´$+LVWRU\RI)LIHDQG'UXP0XVLFDQGRIWKH.HQWLVK*XDUGV)LIHDQG'UXP
 &RUSVµ:HE
/LEUDU\RI&RQJUHVV´<DQNHH'RRGOH/\ULFDO/HJDF\µ:HE
/RZHQV,UYLQJ´7KH6RQJVWHUDQGWKH6FKRODUµ$PHULFDQ$QWLTXDULDQ6RFLHW\3URFHHGLQJV
 QVS
1DWLRQDO0XVHXPRI$PHULFDQ+LVWRU\´6WDU6SDQJOHG%DQQHUDQG
 WKH:DURIµ6PLWKVRQLDQ,QVWLWXWLRQKWWSZZZVLHGX(QF\FORSHGLDB6,
0LOOV6HDQ´ )UHQFK&DQDGLDQVDQGWKH%HJLQQLQJRIWKH:DURI5HYLVLWLQJWKH/DFKLQH5LRWµ
 +LVWRLUH6RFLDOH6RFLDO+LVWRU\
0RUHLUD-DPHV´)LFWLRQDO/DQGVFDSHVDQG6RFLDO5HODWLRQVLQ1LQHWHHQWK&HQWXU\%URDGVLGH
 %DOODGVµ(WKQRORJLHVQRS
 KWWSVHDUFKHEVFRKRVWFRPQRFGESUR[\[DYLHUHGXORJLQDVS["GLUHFW WUXH	GE DKO	$1
  	VLWH HKRVWOLYH	VFRSH VLWH

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3LWFK$QWKRQ\7KH%XUQLQJRI:DVKLQJWRQ7KH%ULWLVK,QYDVLRQRI$QQDSROLV861DYDO
 ,QVWLWXWH3UHVV
4XDLIH0LOR:DURQWKH'HWURLW7KH&KURQLFOHVRI7KRPDV9HUFKpUHVGH%RXFKHUYLOOH&KLFDJR
 7KH/DNHVLGH3UHVV55'RQQHOO\	6RQV&R
7D\ORU$ODQ´)URPWKH$PHULFDQ5HYROXWLRQWRWKH:DURIµLQ7KH:DURI(DVWHUQ
 1DWLRQDO3DUNV6HUYLFH9LUJLQLD%HDFK'RQQLQJ&R
7D\ORU$ODQ´7KH&LYLO:DURIµ1HZ<RUN9LQWDJH%RRNV5DQGRP+RXVH
7\UHOO:LOOLDP&KDUOHV6PLWKDQG:DOODFH+RXVH:DURI1HZ<RUN)RONDZD\V5HFRUGV
 DQG6HUYLFH&RUSKWWSDPVRDOH[DQGHUVWUHHWFRP9LHZ9LHZ
9DQ:LQNOH.HOOHU.DWH0XVLFRIWKH:DURILQ$PHULFD$QQDSROLV7KH&RORQLDO0XVLF
 ,QVWLWXWH
9DQ:LQNOH.HOOHU.DWH´7KH'HIHQFHRI)RUW0·+HQU\$Q(VVD\µLQ0XVLFRIWKH:DURI
 LQ$PHULFD$QQDSROLV7KH&RORQLDO0XVLF,QVWLWXWHS
:DOGVWUHLFKHU'DYLG´,QWKH0LGVWRI3HUSHWXDO)HWHV7KH0DNLQJRI$PHULFDQ1DWLRQDOLVP
 µ&KDSHO+LOO8QLYHUVLW\RI1RUWK&DUROLQD3UHVV
:LOVRQ:LOOLDP5´%URFNDWWKH2XWEUHDNRI:DU3DUWµ
 KWWSZZZXSSHUFDQDGDKLVWRU\FDEURFNEURFNKWPO
$ERXWWKH$XWKRU
(GZDUG+HUEHUV &ODVVRI HDUQHGD%$ LQRUJDQL]DWLRQDO FRPPXQLFDWLRQ
+HLVWKHFRIRXQGHURIWKH;DYLHU8QLYHUVLW\FKDSWHURI'RQXWVIRU'DUIXUDQGKH
DVSLUHVWREHDOLEUDULDQLQDXQLYHUVLW\OLEUDU\,QKLVIUHHWLPH(GZULWHVPXVLF
HQMR\VUHDGLQJDQGLVIRQGRIWKHRXWGRRUV´(YHU\6RQJ7HOOVD6WRU\0XVLF6R
FLHW\DQGWKH:DURIµZDVVSRQVRUHGE\'U.DULP7LUR3URIHVVRURI+LVWRU\
7KH0DGZRPDQLQWKH$WWLF
+LVWRULRJUDSKLF0HWDILFWLRQDQGD6RFLDOO\
&RQVWUXFWHG6RFLHW\LQ:LGH6DUJDVVR6HD
4BSBI3PWFEB
,QKLVWH[W&XOWXUHDQG,PSHULDOLVP(GZDUG6DLGZULWHV³:HPXVWWKHUHIRUHUHDG
WKHJUHDWFDQRQLFDOWH[WV«ZLWKDQHIIRUWWRGUDZRXWH[WHQGJLYHHPSKDVLVDQG
YRLFH WRZKDW LVVLOHQWRUPDUJLQDOO\SUHVHQWRU LGHRORJLFDOO\UHSUHVHQWHG´-HDQ
5K\V¶:LGH6DUJDVVR6HDDLPVWRUHHYDOXDWH MXVWVXFKDZRUNQDPHO\&KDUORWWH
%URQWs¶V-DQH(\UH WKURXJK WKHH\HVRI WKHPDGZRPDQ LQ WKHDWWLF6HW DJDLQVW
D EDFNGURS RI%ULWLVK LPSHULDOLVP:LGH 6DUJDVVR 6HD RIIHUV LPSRUWDQW LQVLJKWV
LQWR WKH LQWHUVHFWLRQDOLW\ RI UDFH FODVV DQG JHQGHU LQ WKH UHODWLRQVKLS EHWZHHQ
%ULWDLQDQGKHUFRORQLHV5K\VGHPRQVWUDWHVWKHVRFLDOFRQVWUXFWLRQRIWKHVHHOH
PHQWVLQ%ULWDLQ¶V&DULEEHDQFRORQLHVVSHFL¿FDOO\-DPDLFDDQG'RPLQLFDE\XVLQJ
WKUHHPHWD¿FWLRQDOWHFKQLTXHV²LQWHUWH[WXDOLW\PXOWLSOHQDUUDWRUVDQGTXL[RWLVP
7KURXJKWKHVHHOHPHQWV5K\VLVDEOHWRSRUWUD\WKHKLVWRU\RIDPDUJLQDOL]HGSRSX
ODWLRQLQWKHVH%ULWLVKFRORQLHVLQWKH&DULEEHDQWKDWKDGSUHYLRXVO\EHHQOHIWRQ
(GZDUG:6DLG&XOWXUHDQG,PSHULDOLVP1HZ<RUN.QRSI
;-859ROXPH-XO\


3PWFEB5IF.BEXPNBOJOUIF"UUJD
WKHSHULSKHU\RIWKHJUHDWFDQRQLFDOZRUNVRI%ULWLVKOLWHUDWXUH²WKHZKLWH&UHROH
KHLUHVVHV0DQ\VFKRODUVFRPPHQWLQJRQ5K\V¶ZRUNHPSKDVL]HHLWKHUWKHPHWD¿F
WLRQDO WHFKQLTXHV RU WKH UROHV RI UDFH FODVV DQG JHQGHU LQ WKH SLHFH+RZHYHU
WKLVSDSHUZLOOFRQWULEXWHWRWKHVFKRODUO\FRQYHUVDWLRQVXUURXQGLQJ:LGH6DUJDVVR
6HDE\PRUHH[SOLFLWO\FRQQHFWLQJWKHWZRHOHPHQWVGHPRQVWUDWLQJWKDWWKHXVHRI
KLVWRULRJUDSKLFPHWD¿FWLRQE\5K\VLVZKDWDOORZVKHUWRGLVSOD\WKHVRFLDOFRQ
VWUXFWLRQRIUDFHFODVVDQGJHQGHUVRVWURQJO\LQ:LGH6DUJDVVR6HD7KLVSDSHU
ZLOO¿UVWGHVFULEHWKHPHWD¿FWLRQDOHOHPHQWVSUHVHQWLQWKHQRYHOLQFOXGLQJLWVFDW
HJRUL]DWLRQDVKLVWRULRJUDSKLFPHWD¿FWLRQDQGZLOOWKHQLQWHJUDWHWKHPWRJHWKHUWR
SRUWUD\WKHVRFLDOFRQVWUXFWLRQVRIVRFLHW\SDUWLFXODUO\DVWKH\SHUWDLQWRWKHZKLWH
&UHROHKHLUHVVHV
 0RUH WKDQ MXVW HPSOR\LQJ WKH DIRUHPHQWLRQHG PHWD¿FWLRQDO WHFKQLTXHV
5K\V¶ZRUNFDQEHFODVVL¿HGDVKLVWRULRJUDSKLFPHWD¿FWLRQZKLFK LQHVVHQFH LV
D EOHQGLQJ RI KLVWRU\ DQG ¿FWLRQ /LQGD+XWFKHRQ H[SRXQGV XSRQ WKLV EOHQG LQ
KHUZRUN³+LVWRULRJUDSKLF0HWD¿FWLRQµ7KH3DVWLPHRI3DVW7LPH¶´DUJXLQJWKDW
³%RWKKLVWRU\DQG¿FWLRQDUHFXOWXUDOVLJQV\VWHPVLGHRORJLFDOFRQVWUXFWLRQVZKRVH
LGHRORJ\ LQFOXGHV WKHLU DSSHDUDQFH RI EHLQJ DXWRQRPRXV DQG VHOIFRQWDLQHG´
+RZHYHU WKHVH WZR W\SHVRIQDUUDWLYHVRQO\DSSHDU WRRSHUDWH LQGHSHQGHQWO\RI
HDFKRWKHU,QDFWXDOLW\ERWK³GHULYHWKHLUIRUFHPRUHIURPYHULVLPLOLWXGHWKDQIURP
DQ\REMHFWLYHWUXWK´DUH³OLQJXLVWLFFRQVWUXFWVKLJKO\FRQYHQWLRQDOL]HGLQWKHLUQDU
UDWLYHIRUPVDQGQRWDWDOOWUDQVSDUHQWHLWKHULQWHUPVRIODQJXDJHRUVWUXFWXUH´DQG
³DSSHDUWREHHTXDOO\LQWHUWH[WXDOGHSOR\LQJWKHWH[WVRIWKHSDVWZLWKLQWKHLURZQ
FRPSOH[WH[WXDOLW\´,QWKLVZD\KLVWRU\DQG¿FWLRQFORVHO\UHVHPEOHHDFKRWKHU
PRUHWKDQPDQ\FULWLFVZKRWKLQNRIKLVWRU\DVIDFWXDOO\FRUUHFWZRXOGOLNHWRDG
PLW
 7KH HOHPHQWV+XWFKHRQGHVFULEHV DUHQRW RQO\ FKDUDFWHULVWLF RI ERWK¿F
WLRQDQGKLVWRU\EXWWKH\DUHDOVRHOHPHQWVLQWHJUDOWRKLVWRULRJUDSKLFPHWD¿FWLRQ
+XWFKHRQDUJXHV³WKLVNLQGRIQRYHODVNVXVWRUHFDOOWKDWKLVWRU\DQG¿FWLRQDUH
WKHPVHOYHVKLVWRULFDOWHUPVDQGWKDWWKHLUGH¿QLWLRQVDQGLQWHUUHODWLRQVDUHKLVWRUL
FDOO\GHWHUPLQHGDQGYDU\ZLWKWLPH´7KHVRFLDOFRQVWUXFWLRQRIWKHWHUPV³KLV
WRU\´ DQG ³¿FWLRQ´ UHTXLUHV UHDGHUV WR TXHVWLRQ WKH DFFXUDF\ RI WKH ³KLVWRULFDO´
LQIRUPDWLRQSUHVHQWHGDV IDFWXDO LQPRUH WUDGLWLRQDOKLVWRULFDO¿FWLRQ5K\V¶ WH[W
/LQGD+XWFKHRQ³+LVWRULRJUDSKLF0HWD¿FWLRQµ7KH3DVWLPHRI3DVW7LPH´$3RHWLFVRI3RVW
PRGHUQLVP+LVWRU\7KHRU\)LFWLRQ1HZ<RUN5RXWOHGJH
,ELG
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H[DPLQHVWKHPDUJLQDOL]HG¿JXUHRIWKH&UHROHKHLUHVVZLWKLQWKHKLVWRULFDOFRQ
WH[WRI%ULWLVKLPSHULDOLVPWKURXJKWKHXVHRIPHWD¿FWLRQDOHOHPHQWVVSHFL¿FDOO\
LWV LQWHUWH[WXDOLW\ZLWK-DQH(\UHDQGLWVVXEMHFWLYLW\WKURXJKWKHSUHVHQWDWLRQRI
WKHVWRU\E\PXOWLSOHQDUUDWRUV%\ZULWLQJ:LGH6DUJDVVR6HDDVKLVWRULRJUDSKLF
PHWD¿FWLRQ5K\VLVDEOHWRTXHVWLRQWKHSHUFHSWLRQRIWKHZKLWH&UHROHKHLUHVVWKDW
%URQWs LQFOXGHV LQ-DQH(\UH$GGLWLRQDOO\:LGH6DUJDVVR6HDE\ LWVQDWXUHRI
EHLQJDUHZULWHRI-DQH(\UHDXWRPDWLFDOO\TXHVWLRQVWKH³KLVWRULFDO´LQIRUPDWLRQ
SUHVHQWHGLQ%URQWs¶VWH[W7KLVDXWKRUEHOLHYHVWKDW5K\V¶ZRUNPLJKWQRWKDYHDV
H[SOLFLWO\GHPRQVWUDWHGWKHHIIHFWVRI%ULWLVKFRORQLDOLVPRQWKH&DULEEHDQLVODQGV
ZHUHLWQRWIRUKHUXVHRIKLVWRULRJUDSKLFPHWD¿FWLRQDOWHFKQLTXHV
 7KLVTXHVWLRQLQJRIZKDWFRQVWLWXWHV IDFWXDOKLVWRU\RU¿FWLRQDOQDUUDWLRQ
PHQWLRQHGDERYH LVQRW WKHRQO\ LQWHJUDOHOHPHQWRIKLVWRULRJUDSKLFPHWD¿FWLRQ
³6XEMHFWLYLW\LQWHUWH[WXDOLW\UHIHUHQFH>DQG@LGHRORJ\´DUHDOVRHOHPHQWVLPSRU
WDQWWRXQGHUVWDQGLQJWKHUHODWLRQVKLSEHWZHHQKLVWRU\DQG¿FWLRQ5K\VLQFOXGHV
DOORIWKHVHHOHPHQWVLQ:LGH6DUJDVVR6HDWKURXJKKHUXVHRIPXOWLSOHPHWD¿FWLRQ
DOWHFKQLTXHV$VSUHYLRXVO\PHQWLRQHGWKHVXEMHFWLYHHOHPHQWLVIRXQGLQWKHWH[W
WKURXJKWKHSUHVHQFHRIWKHPXOWLSOHQDUUDWRUV7KHLQWHUWH[WXDOHOHPHQWLVDSSDUHQW
LQWKHWH[WDVDUHZULWH5K\VWDNHVWKHFKDUDFWHURI%HUWKD5RFKHVWHUIURP-DQH
(\UHDQGZULWHV%HUWKD¶VKLVWRU\H[SODLQLQJKHUOLIHEHIRUHVKHEHFDPH0UV5RFK
HVWHU5K\VDOVRUHFUHDWHVWKHVFHQHIURP-DQH(\UHLQZKLFK%HUWKDEXUQVGRZQ
7KRUQ¿HOG+DOO:LGH6DUJDVVR6HDDVKLVWRULRJUDSKLFPHWD¿FWLRQDOVRUHIHUHQFHV
WKHHYHQWVRFFXUULQJGXULQJWKHVLQ%ULWLVKFRORQLHVDVDUHVXOWRIWKHHPDQFL
SDWLRQRIWKHVODYHV7KH¿QDOHOHPHQWRILGHRORJ\LVUHYHDOHGPRVWFOHDUO\WKURXJK
0U5RFKHVWHU¶VQDUUDWLYHYRLFHZKHUHWKHUHDGHULVSULY\WRLQVLJKWLQWRKRZWKH
FRORQL]HUVYLHZHGWKH&UHROHKHLUHVVHVLQWKHLVODQGV7KURXJKWKLVFRPELQDWLRQRI
PHWD¿FWLRQDOWHFKQLTXHV5K\VUHYHDOVWKHVRFLDOFRQVWUXFWLRQDQGLQWHUVHFWLRQDOLW\
RIUDFHFODVVDQGJHQGHULQWKH&DULEEHDQLVODQGVGXULQJWKHVDVDUHVXOWRI
%ULWLVKLPSHULDOLVP
 %HWZHHQWKHHOHPHQWVRILQWHUWH[WXDOLW\DQGVXEMHFWLYLW\WKURXJKPXOWLSOH
QDUUDWRUV GHVFULEHG DERYH WKH LQWHUWH[WXDOLW\ RI WKH QRYHO LV WKHPRVW DSSDUHQW
WHFKQLTXHRI WKHWZR$VSUHYLRXVO\PHQWLRQHG5K\VEDVHVKHUFKDUDFWHU$QWRL
QHWWH&RVZD\RQ%HUWKD5RFKHVWHUIURP-DQH(\UH,QKHUDUWLFOH³7KH&DULEEHDQ
-DQH(\UH7KH:HVW,QGLHVDQG(QJODQG´7HUHVD2¶&RQQRUFLWHVDQLQWHUYLHZZLWK
-HDQ5K\VGXULQJZKLFK5K\VGLVFXVVHVZK\VKHZURWH:LGH6DUJDVVR6HD³:KHQ
,UHDG-DQH(\UHDVDFKLOG,WKRXJKWZK\VKRXOGVKHWKLQN&UHROHZRPHQDUHOX
,ELG
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QDWLFVDQGDOOWKDW":KDWDVKDPHWRPDNH5RFKHVWHU¶V¿UVWZLIH%HUWKDWKHDZIXO
PDGZRPDQDQG,LPPHGLDWHO\WKRXJKW,¶GZULWHWKHVWRU\DVLWPLJKWUHDOO\KDYH
EHHQ´5K\VXWLOL]HGWKHRSSRUWXQLW\WRTXHVWLRQ²DQGHYHQPRUHWRZULWH²ZKDW
UHDOO\KDSSHQHGWR%HUWKDEHIRUHVKHZDVORFNHGLQWKHDWWLF
 2¶&RQQRUEHOLHYHVWKDW5K\VWRRNWKLVRSSRUWXQLW\WRZULWH%HUWKD¶VKLVWRU\
DVWHSIXUWKHUWKDQVLPSO\VKRZLQJZKDW%HUWKD¶VOLIHPLJKWKDYHEHHQEHIRUHPRY
LQJWR(QJODQG2¶&RQQRUZULWHV³,QPDQ\UHVSHFWV5K\V¶VµVHTXHO¶WR-DQH(\UH
FRQVWLWXWHVQRWRQO\DQH[SODQDWLRQDQGGHIHQVHRI%HUWKD5RFKHVWHUEXWSURYLGHV
DQRSSRVLWLRQ WRPDQ\RI WKHJLYHQVRI%URQWs¶VQRYHO´%\HYRNLQJFKDUDFWHUV
IURP D FDQRQLFDOZRUN RI%ULWLVK OLWHUDWXUH5K\V MX[WDSRVHV ERWK WH[WV IRUFLQJ
UHDGHUVWRH[DPLQHWKHFKDUDFWHURI$QWRLQHWWH%HUWKDWKURXJKWZRGLIIHUHQWOHQVHV
LQDQDWWHPSWWRXQGHUVWDQGWKHWUXWKRIZKDWRFFXUUHGGXULQJWKDWWLPHSHULRG)URP
WKHSHUVSHFWLYHRIWKH(QJOLVKPDQ³WKHULJKWWRFRORQLDOSRVVHVVLRQVKHOSVGLUHFWO\
WRHVWDEOLVKVRFLDORUGHUDQGPRUDOSULRULWLHVDWKRPH´+RZHYHU LQDQHIIRUW WR
XQGHUVWDQGWKHPDUJLQDOL]HGSHRSOHLQWKHFRORQLHV²OLNH$QWRLQHWWHDQGWKHRWKHU
ZKLWH&UHROHKHLUHVVHV²³:HPXVWWKHUHIRUHUHDGWKHJUHDWFDQRQLFDOWH[WV«ZLWK
DQHIIRUWWRGUDZRXWH[WHQGJLYHHPSKDVLVDQGYRLFHWRZKDWLVVLOHQWRUPDUJLQ
DOO\SUHVHQWRULGHRORJLFDOO\UHSUHVHQWHG´7KHIDFWWKDWUHDGHUVDUHXQDEOHWRWUXVW
WKHKLVWRULFDODFFXUDF\RIWKHQDUUDWLYHFDXVHVUHDGHUVWRTXHVWLRQZKLFKLVPRUHDF
FXUDWHWKHSHUVSHFWLYHSURYLGHGLQFDQRQLFDOWH[WVRU5K\V¶SRUWUD\DORI$QWRLQHWWH
7R UHIHUHQFH+XWFKHRQ¶V DUWLFOH DJDLQ ³%RWK KLVWRULDQV DQG QRYHOLVWV FRQVWLWXWH
WKHLUVXEMHFWVDVSRVVLEOHREMHFWVRIQDUUDWLYHUHSUHVHQWDWLRQ´7KLVFRQVWUXFWLRQRI
VXEMHFWVDVDQHOHPHQWRIQDUUDWLYHUHSUHVHQWDWLRQGHPRQVWUDWHVWKHVRFLDOFRQVWUXF
WLRQRIVRFLHW\DOORZLQJUHDGHUVWRTXHVWLRQZKDWHOHPHQWVRIDKLVWRU\GLIIHUHQW
DXWKRUVGLGQRWLQFOXGH
 7KHRWKHUPDMRULQWHUWH[WXDOHOHPHQWRI:LGH6DUJDVVR6HDLVIRXQGLQWKH
¿QDOSDUWRI WKHWH[WZKHUH5K\VUHSHDWV WKHVFHQHLQZKLFK%HUWKDEXUQVGRZQ
7KRUQ¿HOG+DOO,Q-DQH(\UH%HUWKDDSSHDUVWRKDYHNQRZQDERXW-DQHDQG5RFK
HVWHU¶VUHODWLRQVKLS³>VKH@PDGHKHUZD\WRWKHFKDPEHUWKDWKDGEHHQWKHJRYHUQ
HVV¶V²VKHZDVOLNHDVLIVKHNQHZVRPHKRZKRZPDWWHUVKDGJRQHRQDQGKDG
DVSLWHDWKHU²DQGVKHNLQGOHGWKHEHGWKHUHEXWWKHUHZDVQRERG\VOHHSLQJLQLW
7HUHVD)2¶&RQQRU-HDQ5K\V7KH:HVW,QGLDQ1RYHOV1HZ<RUN::1RUWRQ	&RPSDQ\
,QFTXRWHGRQ
,ELG
6DLG&XOWXUHDQG,PSHULDOLVP
,ELG
,ELG
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IRUWXQDWHO\´+RZHYHU$QWRLQHWWHQDUUDWHVWKHVDPHVFHQHLQ:LGH6DUJDVVR6HD
6KHVHHPLQJO\GRHVQRWNQRZ-DQHRUKHUFRQQHFWLRQWR5RFKHVWHU$QWRLQHWWHQHL
WKHUGLUHFWO\QRULQGLUHFWO\PHQWLRQV-DQH$GGLWLRQDOO\WKHVFHQHLVSUHVHQWHGDVD
GUHDP:KHQ$QWRLQHWWHDZDNHQVVKHWKLQNVWRKHUVHOI³1RZDWODVW,NQRZZK\
,ZDVEURXJKWKHUHDQGZKDW,KDYHWRGR´+RZHYHUWKHQRYHOHQGVEHIRUHWKH
UHDGHUVNQRZZKHWKHURUQRWVKHDFWXDOO\VWDUWHGWKH¿UHVKHKDGVHHQLQKHUGUHDP
(YHQWKRXJKVKHDGPLWVWKDWVKHNQRZVKHUUROHUHDGHUVQHYHUVHH$QWRLQHWWHFRP
SOHWHWKHDFW
 5HJDUGOHVVRIZKHWKHURUQRW$QWRLQHWWHDFWXDOO\VHWVWKHKRXVHRQ¿UH5K\V
GRHVQRWSRUWUD\WKLVDFWDVRQHRIUHYHQJHDJDLQVW-DQH,QVWHDGWKHVFHQHLVSRU
WUD\HGDVRQHLQZKLFK$QWRLQHWWHWULHVWRHVFDSHKHURZQLPDJH³,WZDVWKHQWKDW,
VDZKHU²WKHJKRVW7KHZRPDQZLWKVWUHDPLQJKDLU6KHZDVVXUURXQGHGE\DJLOW
IUDPHEXW,NQHZKHU,GURSSHGWKHFDQGOH,ZDVFDUU\LQJDQGLWFDXJKWWKHHQGRI
DWDEOHFORWKDQG,VDZÀDPHVVKRRWXS´$QWRLQHWWHGHVFULEHVKHUVHOIDVDQDOLHQ
¿JXUH²RQHVKHUHFRJQL]HVEXWVSHDNVRIDVLIVKHLVQRWWKHVDPHSHUVRQ'HVSLWH
WKHGHKXPDQL]LQJDVSHFWRI ODEHOLQJRQHVHOID³JKRVW´ WKHDXGLHQFH LV VWLOO DEOH
WRV\PSDWKL]HZLWK$QWRLQHWWHZKRWKURXJKKHUPDUULDJHWR5RFKHVWHUDQGPRYH
WR(QJODQGKDVORVWKHULGHQWLW\DQGLVQRORQJHUDEOHWRLGHQWLI\ZLWKKHUVHOIDVD
UHVXOWRIWKHDEXVHVKHKDVVXIIHUHGWKHKDQGVRIKHUKXVEDQG
 ,QDGGLWLRQWRLQWHUWH[WXDOLW\VXEMHFWLYLW\LVWKHRWKHUPDMRUFRPSRQHQWRI
KLVWRULRJUDSKLFPHWD¿FWLRQ WKDW5K\VHPSOR\V LQ:LGH6DUJDVVR6HDZKLFK VKH
GRHVWKURXJKWKHXVHRIPXOWLSOHQDUUDWRUV5K\VGLYLGHVWKHQRYHOLQWRWKUHHSDUWV
ZLWK WKH ¿UVW DQG WKLUG QDUUDWHG E\$QWRLQHWWH DQG WKH VHFRQG SDUW QDUUDWHG E\
5RFKHVWHU%\XVLQJPXOWLSOHQDUUDWRUV LQ WKHQRYHO5K\V LVDEOH WRDFFRXQW IRU
HDFKFKDUDFWHU¶VGLIIHUHQWSHUVSHFWLYHRIWKLVKLVWRU\)RUH[DPSOHUHDGHUVDUHDEOH
WRVHH$QWRLQHWWH¶VFKLOGKRRGWKURXJKKHURZQH\HV7KH\DUHDOVRDEOHWRVHHWKH
VFHQHZLWKWKHKRXVH¿UHERUURZHGIURP-DQH(\UHWKURXJK$QWRLQHWWH¶VH\HV$O
ORZLQJ$QWRLQHWWH WRKDYHDYRLFHWKURXJKKHUQDUUDWLRQ LQ WKLV WH[WKXPDQL]HV
KHUZKHUHDVLQ-DQH(\UHVKHLVGHVFULEHGLQDEHVWLDOPDQQHU³7KHFORWKHGK\HQD
URVHXSDQGVWRRGWDOORQLWVKLQGIHHW´,QDGGLWLRQWRWKLVGHKXPDQL]DWLRQ%HUWKD
GRHVQRWHYHQUHWDLQKHUJHQGHULQVWHDGVKHLVGHVFULEHGXVLQJWKHJHQGHUQHXWUDO
SURQRXQ³LW´%\SRUWUD\LQJKHU LQ WKLVPDQQHU%URQWsGHKXPDQL]HVKHUIXUWKHU
PDNLQJLWLPSRVVLEOHIRUUHDGHUVWRFRQQHFWRUV\PSDWKL]HZLWKKHU
&KDUORWWH%URQWs-DQH(\UH1HZ<RUN::1RUWRQ	&RPSDQ\,QF
-HDQ5K\V:LGH6DUJDVVR6HD1HZ<RUN::1RUWRQ	&RPSDQ\,QF
,ELG
%URQWs-DQH(\UH
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 5K\V KRZHYHU WDNHV WKH RSSRVLWH DSSURDFK DQG IRFXVHV RQPDLQWDLQLQJ
$QWRLQHWWH¶VKXPDQLW\WKURXJKRXWWKHWH[W)RUH[DPSOHDWWKHHQGRISDUWWKUHH
*UDFH3RROHTXHVWLRQVKRZPXFK$QWRLQHWWHUHPHPEHUVIURPWKHGD\ZKHQVKHDW
WDFNHGKHUEURWKHU:KHQ0V3RROHUHOD\VWKHVWRU\RIZKDWKDSSHQHGWKDWGD\WR
$QWRLQHWWHVKHH[SODLQV³µ,ZDVLQWKHURRPEXW,GLGQ¶WKHDUDOOKHVDLGH[FHSW¶µ,
FDQQRWLQWHUIHUHOHJDOO\EHWZHHQ\RXUVHOIDQG\RXUKXVEDQG¶µ,WZDVZKHQKHVDLG
³OHJDOO\´WKDW\RXÀHZDWKLPDQGZKHQKHWZLVWHGWKHNQLIHRXWRI\RXUKDQG\RX
ELWKLP¶´%\PDNLQJ³OHJDOO\´WKHZRUGWKDWHOLFLWV$QWRLQHWWH¶VUHDFWLRQ5K\V
SUHVHUYHV$QWRLQHWWH¶VKXPDQLW\VKRZLQJWKDWVKHUHFRJQL]HVZKDWKDVKDSSHQHG
WRKHUOLIHDVDUHVXOWRIKHUPDUULDJH$QWRLQHWWHLVQRWVLPSO\ODVKLQJRXWDWKHU
EURWKHUUDWKHUVKHLVUHDFWLQJWRWKHPHQWLRQRIKHUPDUULDJHFRQWUDFWVKRZLQJWKDW
VKHXQGHUVWDQGVWKDWLWZDVKHUPDUULDJHWKDWFDXVHGKHUWRJRLQVDQH
 7KHVHFRQGSDUWRI5K\V¶QRYHOZKLFKLVQDUUDWHGE\5RFKHVWHUPRUHH[
SOLFLWO\GHPRQVWUDWHVWKHSRRUWUHDWPHQWRIWKHZKLWH&UHROHKHLUHVVHVDWWKHKDQGV
RI%ULWLVKFRORQL]HUV+RZHYHU5K\VGRHVLQFOXGHLQWKLVVHFWLRQVRPHSDUWVWKDW
DOORZUHDGHUV WRJDWKHUV\PSDWK\IRU5RFKHVWHU*D\DWUL6SLYDNH[SODLQV³5K\V
PDNHVLWFOHDUWKDWKHLVDYLFWLPRIWKHSDWULDUFKDOLQKHULWDQFHODZRIHQWDLOPHQW«
5RFKHVWHU¶VVLWXDWLRQLVFOHDUO\WKDWRID\RXQJHUVRQGLVSDWFKHGWRWKHFRORQLHVWR
EX\DQKHLUHVV´,QWKLVUHJDUGLWEHFRPHVHDVLHUWRXQGHUVWDQGKRZWUDSSHG5RFK
HVWHUIHHOVLQKLVPDUULDJHDVVKRZQLQ-DQH(\UH,QDOHWWHUWRKLVIDWKHUWKDWKH
QHYHUSRVWV5RFKHVWHUZULWHV³$OOLVZHOODQGKDVJRQHDFFRUGLQJWR\RXUSODQVDQG
ZLVKHV´5RFKHVWHU¶VPDUULDJHWR$QWRLQHWWHLVQHLWKHUDURPDQWLFQRUFRPSDQLRQ
DWHPDUULDJHEXWUDWKHULWLVDPDUULDJHFRQYHQLHQLHQWIRUKLVIDPLO\
 0RLUD)HUJXVRQRIIHUVDQDQDO\VLVRI5RFKHVWHU¶VVLWXDWLRQ³'XW\ERXQGWR
WKHODZRIWKHIDWKHU\RXQJHUVRQ(GZDUG5RFKHVWHUMRXUQH\VWR6SDQLVK7RZQDV
DSRWHQWLDOVSHFXODWRULQRUGHUWRH[SURSULDWHWKURXJKPDUULDJHWKHLQKHULWDQFHRI
DQXQNQRZQZRPDQ´5RFKHVWHU¶VGXW\LVWRPDNHPRQH\IRUKLVIDPLO\E\PDU
U\LQJZHOODGXW\VKDUHGE\PDQ\\RXQJHUVRQVRI%ULWLVKKHULWDJH&KULVWRSKLQH
$QWRLQHWWH¶V VHUYDQW DQG FRQ¿GDQW UHFRJQL]HV5RFKHVWHU¶VPRWLYHV DQG DFFXVHV
KLPRIXVLQJ$QWRLQHWWH³6KHGRQ¶WFRPHWR\RXUKRXVHLQWKLVSODFH(QJODQGWKH\
5K\V:LGH6DUJDVVR6HD
*D\DWUL&6SLYDN³7KUHH:RPDQ¶V7H[WVDQGD&ULWLTXHRI,PSHULDOLVP´&ULWLFDO,QTXLU\
QR
,ELG
5K\V:LGH6DUJDVVR6HD
0RLUD)HUJXVRQ³6HQGLQJWKH<RXQJHU6RQV$FURVVWKH:LGH6DUJDVVR6HD7KH1HZ&RORQL]HU
$UULYHV´&RORQLDOLVPDQG*HQGHU5HODWLRQVIURP0DU\:ROOVWRQHFUDIWWR-DPDLFD.LQFDLG(DVW
&DUULEEHDQ&RQQHFWLRQV1HZ<RUN&ROXPELD8QLYHUVLW\3UHVV

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WHOOPHDERXW VKHGRQ¶WFRPH WR\RXUEHDXWLIXOKRXVH WREHJ\RX WRPDUU\ZLWK
KHU1RLW¶V\RXFRPHDOOWKHORQJZD\WRKHUKRXVH²LW¶V\RXEHJKHUWRPDUU\´
&KULVWRSKLQHNQRZVWKDW5RFKHVWHUDQGKLVIDPLO\²GHVFULEHGE\)HUJXVRQDV³D
ZHOOFRQQHFWHG%ULWLVKIDPLO\FRQWHPSWXRXVRIDPHUHWULFLRXVSODQWRFUDF\EXWQRW
DERYHH[SORLWLQJLWVYXOQHUDEOHKHLUHVVHV´²DUHRQO\LQWHUHVWHGLQKLVPDUULDJHWR
$QWRLQHWWHLQVRPXFKDVKHJHWVDOORIKHUPRQH\
 5RFKHVWHU¶VUHPDUNVDERXWWKHLVODQGDQGKLVPDUULDJHVKRZKLVGLVLQJHQX
RXVDWWLWXGHWRZDUGVWKHPERWK³,WZDVDOOYHU\EULJKWO\FRORXUHGYHU\VWUDQJHEXW
LWPHDQWQRWKLQJWRPH1RUGLGVKHWKHJLUO,ZDVWRPDUU\´:KHQ$QWRLQHWWH
UHIXVHVWRPDUU\KLPKLVSULGHLVRIIHQGHGQRWKLVKHDUW³,GLGQRWUHOLVKJRLQJ
EDFNWR(QJODQGLQWKHUROHRIUHMHFWHGVXLWRUMLOWHGE\WKLV&UHROHJLUO´1RWRQO\
LV5RFKHVWHUQRWLQWHUHVWHGLQ$QWRLQHWWHEXWKHDOVRGHKXPDQL]HVKHUWKURXJKRXW
WKHUHPDLQGHURIWKHVHFRQGSDUWRIWKHQRYHO$OWKRXJKUHDGHUVPLJKWKDYHLQLWLDOO\
KHOGDV\PSDWKHWLFDWWLWXGHWRZDUGV5RFKHVWHUKLVGLVGDLQIRUWKHLVODQGVDQGKLV
SRRUWUHDWPHQWRI$QWRLQHWWHIRUFHUHDGHUVWRUHFRJQL]HWKHPLVWUHDWPHQWRIWKHVH
ZKLWH&UHROHKHLUHVVHVDVH[HPSOL¿HGWKURXJK$QWRLQHWWHDQG5RFKHVWHU¶VUHODWLRQ
VKLS
 5RFKHVWHUGHKXPDQL]HVDQGVXERUGLQDWHV$QWRLQHWWHLQWZRPDLQZD\VUH
QDPLQJRIKHUDQGUHIHUULQJWRKHUDVDQLQDQLPDWHREMHFW,QDFRXSOHRIVFHQHV
ZLWKLQWKLVVHFWLRQ5RFKHVWHUFDOOV$QWRLQHWWH³%HUWKD´7KHIROORZLQJFRQYHUVD
WLRQEHWZHHQ$QWRLQHWWHDQG5RFKHVWHUSRUWUD\VKLVUHIXVDOWRDFNQRZOHGJHKHUUHDO
LGHQWLW\DQGKHUVXEPLVVLRQGHVSLWHKHUIUXVWUDWLRQDWKLVUHIXVDOWRXVHKHUQDPH
 µ<HV¶VKHVDLGµRIFRXUVHEXWZLOO\RXFRPHLQDQGVD\JRRGQLJKW
 WRPH"¶
 µ&HUWDLQO\,ZLOOP\GHDU%HUWKD¶
 µ1RW%HUWKDWRQLJKW¶VKHVDLG
 µ2IFRXUVHRQWKLVRIDOOQLJKWV\RXPXVWEH%HUWKD¶
 µ$V\RXZLVK¶VKHVDLG
(YHQWKRXJKVKHGRHVQRWOLNHEHLQJFDOOHG%HUWKDVKHVWLOOVXEPLWVWRKLP$Q
WRLQHWWHWHOOV5RFKHVWHU³µ%HUWKDLVQRWP\QDPH<RXDUHWU\LQJWRPDNHPHLQWR
5K\V:LGH6DUJDVVR6HD
)HUJXVRQ³6HQGLQJWKH<RXQJHU6RQV´
5K\V:LGH6DUJDVVR6HD
,ELG
,ELG
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VRPHRQHHOVHFDOOLQJPHE\DQRWKHUQDPH´$UHQDPLQJLQOLWHUDWXUHRIWHQVLJQL
¿HVDORVVRILGHQWLW\DQGLWLVDIWHUWKLVSRLQWLQWKHWH[WWKDWUHDGHUVEHJLQWRQRWLFH
WKHGHWHULRUDWLRQRI$QWRLQHWWH¶VPLQG7KHVHVFHQHVLQZKLFKKHFDOOVKHU%HUWKD
RFFXUFORVHUWRWKHHQGRIVHFWLRQWZRDQGVHFWLRQWKUHHLVZKHUHUHDGHUVVHH$QWRL
QHWWHDVDPDGZRPDQ
 5RFKHVWHU¶VGHKXPDQL]DWLRQRI$QWRLQHWWHGRHVQRWRQO\RFFXUZLWKKHUUH
QDPLQJ+HDOVRFRPSDUHVKHUWRGROOVVWULSSLQJKHURIDQ\DJHQF\DQGPDUNLQJ
KHUDVDWR\ZLWKZKLFKKHFDQSOD\DWKLVOHLVXUH³,FRXOGVHH$QWRLQHWWHVWUHWFKHG
RQWKHEHGTXLWHVWLOO/LNHDGROO(YHQZKHQVKHWKUHDWHQHGPHZLWKWKHERWWOHVKH
KDGDPDULRQHWWHTXDOLW\´(YHQZKHQ$QWRLQHWWHWULHVWR¿JKWDJDLQVWKHURSSUHV
VRUKHVWLOOYLHZVKHUDVDWR\²VSHFL¿FDOO\DSXSSHWWKDWFDQEHPDQLSXODWHGHDVLO\
E\SXOOLQJWKHVWULQJV,QDFRQYHUVDWLRQZLWK5RFKHVWHU&KULVWRSKLQHDFFXVHVKLP
RIFDOOLQJ$QWRLQHWWHDGROO+HDJUHHVWKDWKHGLGDQGWKHQPDNHVPHQWDOFRP
SDULVRQVEHWZHHQKHUQDPHDQGYDULDWLRQVRIPDULRQHWWH³0DULRQHWWH$QWRLQHWWH
0DULRQHWWD$QWRLQHWWD´+HRQO\VHHVKHUDVVRPHWKLQJWREHPDQLSXODWHGDQG
XVHG(YHQ WKRXJK5K\VDOORZVKHU UHDGHUV LQLWLDOO\ WR IHHOV\PSDWKHWLF WRZDUGV
5RFKHVWHUIRUEHLQJIRUFHGLQWRPDUULDJHE\KLVIDWKHULQDFWXDOLW\VKHXVHVKLPWR
VKRZWKHGHKXPDQL]DWLRQRIWKHVHZRPHQZKRZHUHERXJKWDQGVROGLQWRPDUULDJH
 5RFKHVWHU¶VGHKXPDQL]LQJWUHDWPHQWRI$QWRLQHWWHXOWLPDWHO\DLGVKHUPHQ
WDOEUHDNGRZQDQGTXL[RWLFEHKDYLRU4XL[RWLVPDVXVHGKHUHGHVFULEHVDFKDUDF
WHU¶VLQDELOLW\WRGLIIHUHQWLDWHEHWZHHQUHDOLW\DQG¿FWLRQGHVSLWHEHLQJLQIRUPHGE\
RWKHUFKDUDFWHUVZKDWFRQVWLWXWHVUHDOLW\7KLVPHWD¿FWLRQDOWHFKQLTXHDSSHDUVLQWKH
WH[WLQFRQMXQFWLRQZLWK$QWRLQHWWH¶VSHUFHSWLRQRI(QJODQG,QKLVDUWLFOH³+LVWRUL
FL]LQJ4XL[RWHDQGWKH6FDQGDORI4XL[RWLVP´6FRWW3DXO*RUGRQH[SODLQV³,VROD
WLRQDQGVROLWXGHWKHQVHHPWRVLPXOWDQHRXVO\EHERWKFDXVHDQGFRQVHTXHQFHRI
TXL[RWLVPVHSDUDWLRQIURPRWKHUVSURGXFHVTXL[RWLFPLQGVWKDWRQFHIRUPHGLVR
ODWHTXL[RWHVIURPWKHLUFRPPXQLWLHVDQGWKHEHOLHIVDQGSHUFHSWLRQVRWKHUVVXS
SRVHGO\VKDUHLQFRPPRQ´7KLVHOHPHQWRILVRODWLRQDQGGLYLVLRQLVHYLGHQWLQ
DFRQYHUVDWLRQEHWZHHQ&KULVWRSKLQHDQG$QWRLQHWWHDERXW(QJODQG&KULVWRSKLQH
TXHVWLRQVWKHH[LVWHQFHRI(QJODQGVKHVWDWHV³,NQRZZKDW,VHHZLWKP\H\HVDQG
,ELG
,ELG
,ELG
,ELG
6FRWW3*RUGRQ´+LVWRULFL]LQJ4XL[RWHDQGWKH6FDQGDORI4XL[RWLVPµ7KH3UDFWLFHRI4XL[R
WLVP3RVWPRGHUQ7KHRU\DQG(LJKWHHQWK&HQWXU\:RPHQ·V:ULWLQJ1HZ<RUN3DOJUDYH0DF0LO
ODQ

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,QHYHUVHHLW´+HUUHIXVDOWRDFNQRZOHGJHWKHH[LVWHQFHRIWKDWQDWLRQV\PERO
L]HVKHUUHIXVDOWRDFNQRZOHGJH(QJODQGDVKROGLQJDQ\SRZHURYHUKHU$QWRLQHWWH
RQWKHRWKHUKDQGLVZLOOLQJWRVLPSO\³EHOLHYH´WKDW(QJODQGH[LVWVV\PEROLFDOO\
VXFFXPELQJWRWKHSRZHUVWUXFWXUHVLQSODFHLQWKDWFRXQWU\DQGH[HFXWHGE\KHU
(QJOLVKKXVEDQG
 *RUGRQDOVR LGHQWL¿HVTXL[RWHV DV ³¿JXUHVZKRVHSHUFHSWLRQVKDYHEHHQ
VKDSHGE\WKH¿FWLRQVWKH\KDYHFRQVXPHGEXWZKRXQDZDUHRIWKHVHPHGLDWLRQV
DUHQDLYHO\FRQ¿GHQWWKDWWKH\SHUFHLYHWKHµUHDO¶LWVHOI´5HDGHUVDUHDZDUHWKDW
$QWRLQHWWHDFFXPXODWHVKHULQIRUPDWLRQRQ(QJODQGIURPVRPHWH[WWKDWRXWOLQHV
WKHLPSRUWVDQGH[SRUWVRIWKHFRXQWU\6KHDOVRJOHDQVLQIRUPDWLRQIURPDOHW
WHUIURPDQRWKHU&UHROHKHLUHVVZKRZDVPDUULHGRIIWRDQ(QJOLVKPDQFODLPLQJ
³µ/RQGRQLVOLNHDFROGGDUNGUHDPVRPHWLPHV,ZDQWWRZDNHXS¶´+HUIULHQG
ZDQWV WRZDNHXSIURPWKLVGDUNGUHDPDQG\HW$QWRLQHWWHVWLOO\HDUQVWRJRWR
/RQGRQ+HUTXL[RWLFYLHZRI(QJODQGWKRXJKLVEHVWH[HPSOL¿HGLQDSDVVDJHE\
5RFKHVWHU
        
 7KLVSRUWUD\DORI$QWRLQHWWHDVVRPHRQHZKRUHIXVHVWRDFFHSWUHDOLW\LVD
IXQGDPHQWDOTXL[RWLFWUDLW5HDGHUVVHHKHUUHIXVDOWRDFFHSWWKHWUXWKLQWKHWKLUG
SDUWRIWKHWH[W³7KH\WHOOPH,DPLQ(QJODQGEXW,GRQ¶WEHOLHYHWKHP:HORVW
RXUZD\WR(QJODQG:KHQ":KHUH",GRQ¶WUHPHPEHUEXWZHORVWLW´(YHQZKHQ
*UDFH3RROHWHOOVKHUWKDWWKH\DUHLQ(QJODQGVKHUHIXVHVWREHOLHYHLW6KHWKRXJKW
(QJODQGZDVJRLQJWREULQJKDSSLQHVV³,KDYHEHHQWRRXQKDSS\«,ZLOOEHDGLI
5K\V:LGH6DUJDVVR6HD
,ELG
*RUGRQ+LVWRULFL]LQJ4XL[RWH
5K\V:LGH6DUJDVVR6HD
,ELG
5K\V:LGH6DUJDVVR6HD
,ELG
6KHRIWHQTXHVWLRQHGPHDERXW(QJODQGDQGOLVWHQHGDWWHQWLYHO\WRP\DQVZHUV
EXW,ZDVFHUWDLQWKDWQRWKLQJ,VDLGZRXOGPDNHPXFKGLIIHUHQFH+HUPLQGZDV
DOUHDG\PDGHXS6RPHURPDQWLFQRYHODVWUD\UHPDUNQHYHUIRUJRWWHQDVNHWFK
DSLFWXUHDVRQJDZDOW]VRPHQRWHRIPXVLFDQGKHULGHDVZHUH¿[HG«,FRXOG
QRWFKDQJHWKHPDQGSUREDEO\QRWKLQJZRXOG5HDOLW\PLJKWGLVFRQFHUWKHUEH
ZLOGHUKHUKXUWKHUEXW LWZRXOGQRWEH UHDOLW\ ,WZRXOGEHRQO\DPLVWDNHD
PLVIRUWXQHDZURQJSDWKWDNHQKHU¿[HGLGHDVZRXOGQHYHUFKDQJH

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IHUHQW SHUVRQZKHQ , OLYH LQ(QJODQG DQGGLIIHUHQW WKLQJVZLOO KDSSHQ WRPH´
+RZHYHULWGRHVQRWEULQJKDSSLQHVV,WRQO\EULQJVPRUHPLVHU\
 5K\VXVHVKHUFKDUDFWHU$QWRLQHWWHWRH[HPSOLI\WKHWUHDWPHQWRIWKH&UHROH
KHLUHVVHVGXULQJWKLVHUDRI%ULWLVKLPSHULDOLVP&DUPHQ:LFNUDPDJDPDJHZULWHV
RI WKH LQWHUVHFWLRQDOLW\ EHWZHHQ UDFH FODVV DQG JHQGHU ³7KH KLVWRU\ WKDW5K\V
SURYLGHVIRU$QWRLQHWWH%HUWKDIRUHJURXQGVWKHUDFLDOFODVVDQGJHQGHUHGGLPHQ
VLRQVWRWKHVXEMHFWSRVLWLRQVWKDWVKHDVVXPHVRULVDVVLJQHGLQWKHFRPSOH[VRFLR
HFRQRPLFDQGFXOWXUDOVSDFHRIWKH:HVW,QGLHVDQGZKLFKGHWHUPLQHLQWXUQKHURS
WLRQVDQGHYHQWXDOIDWHLQERWKQRYHOV´$QXQGHUVWDQGLQJRIWKLVLQWHUVHFWLRQDOLW\
RFFXUVE\H[DPLQLQJWKHSHUVSHFWLYHVRIWKH%ULWLVKFRORQL]HUVDQGWKHIUHHGVODYHV
7KHFRORQL]HUVORRNHGDWWKHVHKHLUHVVHVDV&UHROHDQGQRW(QJOLVKLGHQWLI\LQJUDFH
DVDIRFDOSRLQW5RFKHVWHUGHVFULEHV$QWRLQHWWHDQG WKHUHIRUH WKHKHLUHVVHV OLNH
KHUDV³&UHROHRISXUH(QJOLVKGHVFHQWVKHPD\EH>EXWKHUH\HV@DUHQRW(QJOLVK
RU(XURSHDQHLWKHU´:KHQKHVHHVKHUKHQRWLFHVWKHIHDWXUHVRIKHU¿JXUHWKDW
GRQRWLGHQWLI\KHUDV(QJOLVK,QKHUSLHFH³5DFH&UHROHDQG1DWLRQDO,GHQWLWLHV
LQ5K\V¶:LGH6DUJDVVR6HDDQG3KLOOLSV¶V&DPEULGJH´9LYLDQ1XQ+DOORUDQDG
GUHVVHVWKHLGHDRI³(QJOLVKQHVV´DUJXLQJWKDW:LGH6DUJDVVR6HD³SUROHPDWL]H>V@
(QJOLVKQHVVDVDQDWLRQDODQGFXOWXUDOLGHQWLW\WKDWPD\RUPD\QRWEHGHSHQGHQW
XSRQUDFHDQGDOVRUHMHFW>V@WKH&UHROHDVDQLGHQWLW\VXERUGLQDWHLQVWDWXVWRWKDW
RI (XURSHDQ´ WKXV LGHQWLI\LQJ WKH LQWHUVHFWLRQ EHWZHHQ UDFH DQG FODVV 7KHVH
ZRPHQ¶VUDFH²(QJOLVKRU&UHROH²LVQRWVROHO\OLQNHGWREORRGOLQHVEXWLWDOVR
FDWHJRUL]HVWKHPE\FODVV+DOORUDQVXJJHVWV³6RFLDOGHPDUFDWLRQVEHWZHHQ(QJ
OLVKDQG&UHROHFXOWXUDOLGHQWLWLHVDUHDUWL¿FLDOEHFDXVHWKH\XOWLPDWHO\GHSHQGRQ
FKDQFH²RQWKHJHRJUDSKLFDODFFLGHQWRIDJLYHQSHUVRQ¶VRUFKDUDFWHU¶VSODFHRI
ELUWK´7KURXJK WKH FRPELQDWLRQ RI WKHPHWD¿FWLRQDO WHFKQLTXHV LGHQWL¿HG DQG
H[DPLQHGDERYH5K\VUHYHDOVWKHVRFLDOFRQVWUXFWLRQDQGLQWHUVHFWLRQDOLW\RIUDFH
DQGFODVVIRUWKHVH&UHROHKHLUHVVHVLQWKH&DULEEHDQLVODQGVGXULQJWKHVDVD
UHVXOWRI%ULWLVKLPSHULDOLVP
 :KLOHWKH(QJOLVKPHQIRFXVHGRQWKHUDFLDOLGHQWLW\RIWKHVHZRPHQWKH
IUHHGVODYHVSUHGRPLQDQWO\LJQRUHGWKHHOHPHQWRIUDFHZKHQORRNLQJDWWKHVHZRP
HQ DQG IRFXVHG LQVWHDG RQ WKHLU FODVV DV GLFWDWHG E\ WKH DPRXQW RIPRQH\ WKH\
,ELG
&DUPHQ:LFNUDPDJDPDJH³$QRWKHU6LGHWR$QWRLQHWWH%HUWKD5HDGLQJµ5DFH¶LQWR:LGH
6DUJDVVR6HD´-RXUQDORI&RPPRQZHDOWK/LWHUDWXUHQR
5K\V:LGH6DUJDVVR6HD
9LYLDQ1+ROORUDQ³5DFH&UHROHDQG1DWLRQDO,GHQWLWLHVLQ5K\V¶V:LGH6DUJDVVR6HDDQG
3KLOOLS¶V&DPEULGJH´6PDOO$[H$&DULEEHDQ-RXUQDORI&ULWLFLVP
,ELG

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UHWDLQHGDIWHUWKHSODQWDWLRQVIDLOHG7LDEHVWGHVFULEHVWKHVWDWXVRIWKHKHLUHVVHV
DIWHUWKHHPDQFLSDWLRQ³3OHQW\ZKLWHSHRSOHLQ-DPDLFD5HDOZKLWHSHRSOHWKH\
JRWJROGPRQH\7KH\GLGQ¶WORRNDWXVQRERG\VHHWKHPFRPHQHDUXV2OGWLPH
ZKLWH SHRSOH QRWKLQJ EXWZKLWH QLJJHU QRZ DQG EODFN QLJJHU EHWWHU WKDQZKLWH
QLJJHU´,QWKLVTXRWH7LDDFNQRZOHGJHVWKDWWKHODFNRIPRQH\PDUNVVRPHRQHDV
D³QLJJHU´QRWMXVWKLVKHUVNLQFRORU+DOORUDQZULWHV³7H[WXDOLQVWDQFHVZKHUHWKH
WHUPµQLJJHU¶IXQFWLRQVDVWKHUKHWRULFDOVLJQL¿HURIWKHSRYHUW\DQGORVVRIFXOWXUDO
FDSLWDORIZKLWH&UHROHLQKDELWDQWVRIWKH&DULEEHDQLVODQGVDUHQRWXQKHDUGRI´
7KLVWHUPLQRORJ\LVRQHPHWKRGRIFDWHJRUL]LQJSHRSOHEDVHGRQWKHLUFODVV7KHVH
ZRPHQUHPDLQLQWKHVDPHSRVLWLRQ²EHWZHHQWKHLUFRORQL]HUVDQGWKRVHQDWLYHV
WKH\HQVODYHGVLPXOWDQHRXVO\EHORQJLQJWRERWKDQGQHLWKHUSRSXODWLRQDVQDWLYHV
ERUQLQWKH&DULEEHDQLVODQGVEXWZLWK(QJOLVKEORRG
 7KHFRORQLHVZHUH³DFUXFLDOSDUWRIWKHFXOWXUDOUHSUHVHQWDWLRQRI(QJODQG
WRWKH(QJOLVK´PDNLQJWKHPDQLPSRUWDQWDVSHFWRI%URQWs¶VSRUWUD\DORI%ULWLVK
VRFLHW\(GZDUG6DLG ORRNVDW WKH UROHRI FRORQLDOSODQWDWLRQV LQ -DQH$XVWHQ¶V
QRYHO0DQV¿HOG3DUNE\H[SODLQLQJWKHLUUHODWLRQVKLSWR6LU7KRPDV%HUWUDP
³7KH\JLYHKLPKLVZHDOWKRFFDVLRQKLVDEVHQFHV¿[KLVVRFLDOVWDWXVDWKRPHDQG
DEURDGDQGPDNHSRVVLEOHKLVYDOXHV´%\GHVFULELQJWKHXVHRIWKHSODQWDWLRQV
WKLVZD\6DLGDJDLQLGHQWL¿HVWKHXVHRIWKHFRORQLDOSODQWDWLRQVWRIXUWKHUWKHSRVL
WLRQRIWKH(QJOLVKPHQZKRKROGWKHP,QDVLPLODUZD\6SLYDNDUJXHV
     
  
)RU6SLYDNWKHFKDUDFWHURI%HUWKD²ZKRFDQEHYLHZHGDVDSHUVRQL¿HGUHSUHVHQ
WDWLRQRI6DLG¶VFRORQLDOSODQWDWLRQV²LVZULWWHQLQRUGHUWRDVVLVWRULQKLELW-DQH¶V
PRELOLW\WKURXJKRXWWKHWH[W6KHRQO\H[LVWVWRLQKLELW-DQHIURPPDUU\LQJ5RFK
HVWHURUWR¿QDOO\WKURXJKKHUGHDWKDOORZ-DQHWR¿QGKDSSLQHVV%RWKRIWKHVH
FULWLFVDUJXHWKDWWKHFRORQLHVDQGWKHSURSHUW\DVVRFLDWHGZLWKWKHPZKLFKZRXOG
LQFOXGH%HUWKDH[LVWRQO\WRVHUYHWKHQHHGVRIWKH(QJOLVK
5K\V:LGH6DUJDVVR6HD
+DOORUDQ´5DFH&UHROHDQG1DWLRQDO,GHQWLWLHVµ
6SLYDN³7KUHH:RPHQ¶V7H[WV´
6DLG&XOWXUHDQG,PSHULDOLVP
6SLYDN´7KUHH:RPHQ·V7H[WVµ
,QWKLV¿FWLYH(QJODQG>%HUWKD@PXVWSOD\RXWKHUUROH«VRWKDW-DQH(\UHFDQ
EHFRPHWKHIHPLQLVWLQGLYLGXDOLVWKHURLQHRI%ULWLVK¿FWLRQ,PXVWUHDGWKLVDVDQ
DOOHJRU\RIWKHJHQHUDOHSLVWHPLFYLROHQFHRILPSHULDOLVPWKHFRQVWUXFWLRQRID
VHOILPPRODWLQJFRORQLDOVXEMHFWIRUWKHJORUL¿FDWLRQRIWKHVRFLDOPLVVLRQRIWKH
FRORQL]HU

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 7KHUROHRIJHQGHUDSSHDUVLQ$QWRLQHWWH¶VSRUWUD\DODVSURSHUW\WREHPRYHG
IURP HVWDWH WR FRQYHQW DQG IURP LVODQG WR LVODQG E\ KHU VWHSIDWKHU VWHSEURWKHU
DQGKXVEDQGDVWKH\SOHDVH+HLUHVVHVOLNH$QWRLQHWWHZHUHVHHQDVSURSHUW\WREH
ERXJKWWKURXJKWKHFRQWUDFWRIPDUULDJHDQGZHUHGHKXPDQL]HGE\WKHLUKXVEDQGV
&KULVWRSKLQHH[SRVHV5RFKHVWHUDVDIRUWXQHKXQWHUZKHQVKHWHOOVKLP³µ(YHU\
ERG\NQRZWKDW\RXPDUU\KHUIRUKHUPRQH\DQG\RXWDNHLWDOO¶´$XQW&RUDLV
DOVR DZDUHRI WKH LQWHQWLRQRI5RFKHVWHU¶V IDPLO\ WR H[SORLW$QWRLQHWWH¶VPRQH\
DVDQKHLUHVV+HUXQGHUVWDQGLQJRIWKHVLWXDWLRQLVUHYHDOHGLQDFRQYHUVDWLRQVKH
KDVZLWK5LFKDUG$QWRLQHWWH¶VVWHSEURWKHUZKHUHVKHDUJXHV³<RX>5LFKDUG@DUH
KDQGLQJRYHUHYHU\WKLQJWKHFKLOGRZQVWRDSHUIHFWVWUDQJHU«6KHVKRXOGEHSUR
WHFWHGOHJDOO\´$XQW&RUDVHHVWKDW5LFKDUGLVRQO\ORRNLQJIRUVRPHRQHZKRZLOO
EX\KHUKHLVUHDG\WRVHOO+HUHVSRQGV³6KHLVGDPQOXFN\WRJHWKLPDOOWKLQJV
FRQVLGHUHG´5LFKDUG¶VUHWRUWVKRZVKLVYLHZRI$QWRLQHWWH³7RKHUVWHSEURWKHU
VKH LVGLVSHQVDEOHSURSHUW\ WKDWFDQEHEDUWHUHGIRUDUHVSHFWDEOH OLQHDJHVRPH
WKLQJ UHVLGHQW SODQWRFUDWV UDUHO\SRVVHVVHGEXW DOZD\V FUDYHG´5RFKHVWHU WRR
GHPRQVWUDWHVDIHDURIKHUPL[HGEORRG³)RUDPRPHQWVKHORRNHGYHU\PXFKOLNH
$PpOLH3HUKDSVWKH\DUHUHODWHG,WKRXJKW,W¶VSRVVLEOHLW¶VHYHQSUREDEOHLQWKLV
GDPQHGSODFH´5LFKDUGZDQWV WREX\EHWWHUEORRGOLQHVZKLOH5RFKHVWHUQHHGV
WKHPRQH\IURPWKHSODQWDWLRQWRLQFUHDVHKLVZHDOWK$VDUHVXOW5K\V¶SRUWUD\DO
RI$QWRLQHWWHDVSURSHUW\WREHVROG²³$OHJDOO\IUHHZRPDQLVERXJKWEHFDXVHVKH
RZQVSURSHUW\´²LOOXPLQDWHVWKHSUREOHPVRIWKHPDUJLQDOL]HGKHLUHVVHVZKRZHUH
ERXJKWDQGVROGLQPDUULDJHFRQWUDFWVWKDWZHUHPHDQWWRPDNH(QJOLVKPHQULFK
 7KURXJKWKHEURDGJHQUHRIKLVWRULRJUDSKLFPHWD¿FWLRQ-HDQ5K\VLVDEOH
WRDGGUHVVWKURXJKPHWD¿FWLRQDOHOHPHQWVWKHLQMXVWLFHVVKHEHOLHYHVZHUHGRQHWR
WKHZKLWH&UHROHKHLUHVVHVNHSWDWWKHPDUJLQVRIFDQRQLFDO%ULWLVKOLWHUDWXUH&DU
PHQ:LFNUDPDJDPDJHHSLWRPL]HV5K\V¶DUJXPHQWZULWLQJ³,I$QWRLQHWWHDSSHDUV
YLFWLPL]HGE\RWKHUVLQWKHSUHVHQWKLVWRULFDOPRPHQWRIWKHQDUUDWLYHLWLVDVDUHVXOW
RIKHUVRFLDOLQVFULSWLRQVDVDZKLWH&UHROHZRPDQLQWKHSRVW(PDQFLSDWLRQ:HVW
,QGLHV´%\ VKRZLQJ WKH LQWHUWH[WXDOLW\EHWZHHQ-DQH(\UH DQG:LGH6DUJDVVR
6HDWKHXVHRIPXOWLSOHQDUUDWRUVDQGWKHSRUWUD\DORI$QWRLQHWWHDVDTXL[RWH5K\V
5K\V:LGH6DUJDVVR6HD
,ELG
,ELG
)HUJXVRQ³6HQGLQJWKH<RXQJHU6RQV´
5K\V:LGH6DUJDVVRQ6HD
)HUJXVRQ³6HQGLQJWKH<RXQJHU6RQV´
5K\V:LGH6DUJDVVRQ6HD

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LVDEOHWRGHPRQVWUDWHWKHVRFLDOFRQVWUXFWLRQRIUDFHFODVVDQGJHQGHUDVDUHVXOWRI
%ULWLVKLPSHULDOLVPLQWKHV5K\VFRQYH\VWKHLQWHUVHFWLRQDOLW\RIWKRVHWKUHH
VRFLDOFRQVWUXFWVWKURXJKWKHVXERUGLQDWLRQREMHFWL¿FDWLRQDQGGHKXPDQL]DWLRQRI
$QWRLQHWWHZKRVHUYHVWRH[HPSOLI\WKHPLVWUHDWPHQWRIWKHZKLWH&UHROHKHLUHVVHV
RIWKDWHUD%\H[SRXQGLQJXSRQWKHOLIHRIDFKDUDFWHUZKRH[LVWVLQWKHPDUJLQV
RIDQ LPSHULDOLVWLFVRFLHW\5K\VVKRZVWKHH[SORLWDWLRQRI WKHVHZRPHQDQGWKH
ZURQJVWKH\VXIIHUHGDWWKHKDQGVRIWKHFRORQL]HUV
%LEOLRJUDSK\
%URQWs&KDUORWWH-DQH(\UH(G5LFKDUG-'XQQ1HZ<RUN::1RUWRQ	&RPSDQ\,QF
 
)HUJXVRQ0RLUD´6HQGLQJWKH<RXQJHU6RQV$FURVVWKH:LGH6DUJDVVR6HD7KH1HZ&RORQL]HU
 $UULYHVµ&RORQLDOLVPDQG*HQGHU5HODWLRQVIURP0DU\:ROOVWRQHFUDIWWR-DPDLFD.LQ
 FDLG(DVW&DULEEHDQ&RQQHFWLRQV1HZ<RUN&ROXPELD8QLYHUVLW\3UHVV
*RUGRQ6FRWW3´+LVWRULFL]LQJ4XL[RWHDQGWKH6FDQGDORI4XL[RWLVPµ7KH3UDFWLFHRI4XL[RWLVP
 3RVWPRGHUQ7KHRU\DQG(LJKWHHQWK&HQWXU\:RPHQ·V:ULWLQJ1HZ<RUN3DOJUDYH0DF
 PLOODQ
+DOORUDQ9LYLDQ1´5DFH&UHROHDQG1DWLRQDO,GHQWLWLHVLQ5K\V·V:LGH6DUJDVVR6HDDQG3KLO
 OLSV·V&DPEULGJHµ6PDOO$[H$&DULEEHDQ-RXUQDORI&ULWLFLVP
+XWFKHRQ/LQGD´ +LVWRULRJUDSKLF0HWDÀFWLRQ¶7KH3DVWLPHRI3DVW7LPH·µ$3RHWLFVRI3RVWPRG
 HUQLVP+LVWRU\7KHRU\)LFWLRQ1HZ<RUN5RXWOHGJH
2·&RQQRU7HUHVD)-HDQ5K\V7KH:HVW,QGLDQ1RYHOV1HZ<RUN1HZ<RUN8QLYHUVLW\3UHVV
 
5K\V-HDQ:LGH6DUJDVVR6HD1HZ<RUN::1RUWRQ	&RPSDQ\,QF
6DLG(GZDUG:&XOWXUHDQG,PSHULDOLVP1HZ<RUN.QRSI
6SLYDN*D\DWUL&´7KUHH:RPHQ·V7H[WVDQGD&ULWLTXHRI,PSHULDOLVPµ&ULWLFDO,QTXLU\QR
 
:LFNUDPDJDPDJH&DUPHQ´$QRWKHU6LGHWR$QWRLQHWWH%HUWKD5HDGLQJ¶5DFH·LQWR:LGH6DU
 JDVVR6HDµ-RXUQDORI&RPPRQZHDOWK/LWHUDWXUHQR

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$ERXWWKH$XWKRU
6DUDK5RYHGD&ODVVRIHDUQHGD%$LQ(QJOLVK6KHLVFXUUHQWO\WHDFKLQJ
KLJKVFKRRO(QJOLVK LQ(DVWHUQ1RUWK&DUROLQDZLWK7HDFK IRU$PHULFDDQGVKH
SODQVWRHQWHUODZVFKRRODWWKH2KLR6WDWH8QLYHUVLW\DIWHUWHDFKLQJ6DUDKORYHV
PXVLFDQGEDOOURRPGDQFLQJDQGLVJUDWHIXOIRUDOOWKHZRQGHUIXOH[SHULHQFHVVKH
KDGDW;DYLHU´7KH0DGZRPDQLQWKH$WWLF+LVWRULRJUDSKLF0HWDÀFWLRQDQGD6R
FLDOO\&RQVWUXFWHG6RFLHW\LQ:LGH6DUJDVVR6HDµZDVVSRQVRUHGE\'U-RGL:\HWW
$VVRFLDWH3URIHVVRURI(QJOLVK
([SORULQJWKH'LYLGHVRI
%ODFN3ROLWLFDO'LVFRXUVH
&KDUOHV&KHVQXWW·V7KH0DUURZRI
7UDGLWLRQDQGWKH%ODFN0LGGOH&ODVV
+PTIVB4BCP
,QWURGXFWLRQ
'HVSLWH WKHQRYHOLVW¶V ORIW\ LQWHQWLRQV WRFUDIWDZRUN WKDWZRXOG LQVSLUHVSHFL¿F
SROLWLFDODFWLRQRUSUHVFULEHSDUWLFXODUUHIRUPVPDQ\VFKRODUVKDYHUHFRJQL]HGWKDW
&KDUOHV&KHVQXWW¶V7KH0DUURZRI7UDGLWLRQIXQFWLRQVPRUHDVDSROLWLFDORUKLV
WRULFDOH[SRVp0RVWVFKRODUVFKRRVH WR IRFXVRQ WKHTXHVWLRQVRI UDFLDO LGHQWLW\
DQGUDFLDOYLROHQFHLQ7KH0DUURZRI7UDGLWLRQ7KHVHTXHVWLRQVRIUDFLDOYLROHQFH
DUHYLWDOWR&KHVQXWW¶VODUJHUH[SRVpRIWKHGLI¿FXOWLHVIDFLQJ$IULFDQ$PHULFDQVLQ
WKH6RXWKGXULQJWKHSHULRG,QWHUHVWLQJO\&KHVQXWW¶VGHSLFWLRQRIDJURZLQJEODFN
PLGGOHFODVVLQ'U0LOOHUDQGKLVIDPLO\DOORZVKLPWREULGJHWKHJDSEHWZHHQWKH
DQWLO\QFKLQJPRYHPHQWDQGWKHEURDGHUDQWLVHJUHJDWLRQPRYHPHQWWZRSROLWLFDO
DJHQGDVWUDGLWLRQDOO\VHSDUDWHG$PLGGOHFODVVLGHQWLW\IDLOHGWRLQVXODWH$IULFDQ
$PHULFDQVIURPWKUHDWVRIUDFLDOYLROHQFHEXWLWDOVRVLPXOWDQHRXVO\MXVWL¿HGWKHLU
KDYLQJJUHDWHUSROLWLFDOHTXDOLW\EDVHGRQWKLV¿QDQFLDOVXFFHVV,ZLOODQDO\]HKRZ
&KHVQXWW¶VDPELYDOHQFHUHJDUGLQJWKHEODFNFRPPXQLW\¶VUHVSRQVHWRUDFHYLROHQFH
;-859ROXPH-XO\


4BCP&YQMPSJOHUIF%JWJEFT
ZDVSUHFHGHQWHGLQUHODWLRQWRRWKHUZRUNVRIWKHSHULRG)XUWKHU,ZLOOFRQVLGHU
KRZXQXVXDO&KHVQXWW¶VGHSLFWLRQRIDEODFNPLGGOHFODVVZDVDPRQJRWKHUOLWHUD
WXUHDWWKHWXUQRIWKHWZHQWLHWKFHQWXU\)RUH[DPSOH,ZLOOLOOXVWUDWHKLVVWUDQJH
ZLOOLQJQHVVWRFRPPHQWRQERWKDQWLO\QFKLQJDQGODUJHULVVXHVRIVHJUHJDWLRQZDV
IRUWKHSHULRG0\SXUSRVHLVWRLGHQWLI\WKHRULJLQVRIDQGVXJJHVWVRPHLQÀXHQFHV
RQ&KHVQXWW¶VPDMRUWKHPHVDERXWWKHEODFNPLGGOHFODVVDQGUDFLDOYLROHQFH
 7KLVSDSHULVODUJHO\DV\QWKHVLVRIUHFHQWVFKRODUVKLSRQ&KHVQXWW¶VQRYHO
UHFRQVLGHULQJLWLQOLJKWRIWKHLQWHOOHFWXDOFRQWH[WLQZKLFKLWZDVZULWWHQUHIHUHQF
LQJ7KH$WODQWLF0RQWKO\+DUSHU¶V0DJD]LQH DQGRWKHU VRXUFHV)LUVWZHFRQ
VLGHU7KH0DUURZRI7UDGLWLRQ¶VSRVLWLRQZLWKLQWKHGHEDWHEHWZHHQIDPRXV$IULFDQ
$PHULFDQWKLQNHUVVXFKDV:(%'X%RLVDQG%RRNHU7:DVKLQJWRQUHJDUGLQJ
WKHEHVWSRVVLEOHSDWKVWREODFNHQIUDQFKLVHPHQWDQGHTXDOLW\1H[WZHPRYHWRWKH
QRYHO¶VSODFHLQWKHGLYLGHEHWZHHQDFWLYLVWVFRQFHUQHGDERXW$IULFDQ$PHULFDQDG
YDQFHPHQWDQGWKHDQWLVHJUHJDWLRQ¿JKWPRUHEURDGO\ZLWKWKH1$$&3'X%RLV
DQG:DVKLQJWRQDPRQJWKHPDQGWKHDQWLO\QFKLQJFUXVDGHU,GD%:HOOVZKRVH
SULPDU\FRQFHUQZDVWKH¿JKWDJDLQVWO\QFKLQJLQWKH6RXWK,DQDO\]HSRSXODUGH
SLFWLRQVRIWKH6RXWKIURPWKHSHULRGFRPSDULQJWKHPWR&KHVQXWW¶VGHVFULSWLRQ
IRFXVLQJRQWKHVRFLRHFRQRPLFLVVXHVRIWKHUHJLRQEXWPRVWSDUWLFXODUO\RQWKH
VPDOOEODFNPLGGOHFODVVSRWHQWLDOO\IRUPLQJGXULQJWKLVWLPH)LQDOO\,H[DPLQH
&KHVQXWW¶VVKRUWVWRULHVSXEOLVKHGLQWKH\HDUVEHIRUHWKHUHOHDVHRI7KH0DUURZRI
7UDGLWLRQWU\LQJWRGHVFULEHWKHWUDMHFWRU\RIKLVWKHPHV7KURXJKWKHVHDUJXPHQWV
,FRQWHQGWKDW&KHVQXWW¶VWKHPHVLQ7KH0DUURZRI7UDGLWLRQDUHDFOHDUSURGXFWRI
WKHLUKLVWRULFDOFRQWH[WEXWWRVD\WKDW&KHVQXWWVLPSO\UHSURGXFHVFRPPRQWKHPHV
RIWKHLQWHOOHFWXDOGLVFRXUVHRIEODFNSROLWLFDOWKLQNHUVGXULQJWKHSHULRGZRXOGEH
D VHYHUHXQGHUVWDWHPHQW5DWKHU&KHVQXWW EOHQGV WKHVH WKHPHV FUDIWLQJDQRYHO
WKDWIXQFWLRQVWRWUDQVFHQGEDUULHUVZLWKLQWKHEODFNFRPPXQLW\RIWKHSHULRGWR
FRPPHQWRQERWKO\QFKLQJDQG$IULFDQ$PHULFDQDGYDQFHPHQWLQJHQHUDODQGWR
SUHVHQWDQDFFXUDWHGHSLFWLRQRISRVWEHOOXP6RXWKHUQOLIHWKDWGHPDQGVVZHHSLQJ
SROLWLFDODQGVRFLHWDOFKDQJH
 ,QWKHQRYHO&KHVQXWWSURYLGHVWZRFKDUDFWHUVWKDWHDFKHPERG\RQHVLGH
RI WKHSROLWLFDOGHEDWH WKDWZRXOGFRQWLQXH WRGLYLGH WKH$IULFDQ$PHULFDQFRP
PXQLW\IRUGHFDGHVLQWKHHDUO\WZHQWLHWKFHQWXU\2QRQHVLGH'U:LOOLDP0LOOHU
UHSUHVHQWV:(%'X%RLV¶V³7DOHQWHG7HQWK´ZKLOH-RVK*UHHQDQGDVOHZRIRWKHU
FKDUDFWHUVPRUHFOHDUO\UHSUHVHQWWKHYLHZVRI%RRNHU7:DVKLQJWRQ:KLOH:(%
'X%RLVKDGQRW\HWDUWLFXODWHGKLVLGHDDVWKHSURPRWLRQRI³7KH7DOHQWHG7HQWK´
WKHWHQSHUFHQWRIWKH$IULFDQ$PHULFDQSRSXODWLRQZKRVHWDOHQWDQGLQWHOOLJHQFH
ZRXOGSURYLGHWKHPWKHVXFFHVVQHFHVVDU\WRSXOOXSWKHUHVWRIWKH$IULFDQ$PHUL
FDQFRPPXQLW\IURPLQHTXDOLW\DQGSRYHUW\ZLWKWKHPKLVLGHDVZHUHDOUHDG\GH
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YHORSLQJLQKLVZULWLQJVLQ7KH$WODQWLF0RQWKO\DVZHUH%RRNHU7:DVKLQJWRQ¶V
LGHDVDOUHDG\HVWDEOLVKHGLQWKH$WODQWD&RPSURPLVHLQ
 'X%RLVUHFRXQWVLQKLV³$1HJUR6FKRROPDVWHULQWKH1HZ6RXWK´WKDW
RQHRIKLVVWXGHQWV³ZLWKDFXOWXUHGSDUHQWDJHDQGDVRFLDOFDVWHWRXSKROGKLP
KHPLJKWKDYHPDGHDYHQWXUHVRPHPHUFKDQWRUDZHVWSRLQWFDGHW´%RRNHU7
:DVKLQJWRQZRXOGKDYH DOUHDG\RSSRVHG WKHYDOXH WKDW'X%RLVSODFHG LQ WKLV
VWXGHQW¶VSRWHQWLDO,QKLVHVVD\³7KH$ZDNHQLQJRIWKH1HJUR´:DVKLQJWRQ
UHVSRQGVWRFODLPVWKDWWKH$IULFDQ$PHULFDQFRPPXQLW\VKRXOGQXUWXUHWKLV7DO
HQWHG7HQWKZULWLQJWKDW³6RPHRQHPD\EHWHPSWHGWRDVN+DVQRWWKHQHJURER\
RUJLUODVJRRGDULJKWWRVWXG\D)UHQFKJUDPPDUDQGLQVWUXPHQWDOPXVLFDVWKH
ZKLWH\RXWK",DQVZHU<HVEXWLQWKHSUHVHQWFRQGLWLRQRIWKHQHJURUDFHLQWKLV
FRXQWU\WKHUHLVQHHGRIVRPHWKLQJPRUH´,QVWHDG:DVKLQJWRQDUJXHVIRU³LQGXV
WULDOHGXFDWLRQ´WKDWZRXOGSURYLGHIRUWKHPRVWEDVLFQHHGVRIOLYLQJDQGWHDFK
³KRZWREULQJ>RQH¶V@NQRZOHGJHRIPDWKHPDWLFVDQGWKHVFLHQFHVLQWRIDUPLQJ
FDUSHQWU\IRUJLQJIRXQGU\ZRUNKRZWRGLVSHQVHZLWKWKHROGIRUPRIDQWHEHO
OXPODERU´:DVKLQJWRQHFKRHVWKLVVHQWLPHQWLQ³7KH&DVHRIWKH1HJUR´ZULWLQJ
3XWDQRWKHUZD\:DVKLQJWRQVRXJKWWRFXOWLYDWHD³VSLULWRILQGHSHQGHQFH´ZLWKLQ
WKHEODFNFRPPXQLW\E\KDYLQJ$IULFDQ$PHULFDQVVXFFHVVIXOO\DGYDQFHLQODERU
LQWHQVLYHSRVLWLRQVIROORZLQJWKHWUDGLWLRQRIWKHEDVLFHGXFDWLRQSURPLVHGWR$I
ULFDQ$PHULFDQVLQWKH$WODQWD&RPSURPLVH
 ,WLVIURPWKLVSROLWLFDOEDFNJURXQGWKDW&KHVQXWWGUHZKLVFRPSOH[FKDU
DFWHUV2QWKHVXUIDFHWKH\VHHPWRUHSUHVHQWWKHELQDU\HPERGLHGLQWKH:DVK
LQJWRQ'X%RLVGHEDWH$V-RVK*UHHQVD\VWR'U0LOOHU³,GRQ¶ZDQ¶QRWKLQ¶EXW
Z¶DW,ZR¶NIHUEXW,ZDQWVDOOHUGDW´VXPPDUL]LQJWKHVLPSOHGHVLUHVRISROLWLFDO
SURWHFWLRQDQGDJRRGMREWKDW:DVKLQJWRQDUWLFXODWHG&RQYHUVHO\VFKRODU5LFK
DUG<DUERURXJKVXPPDUL]HV&KHVQXWW¶VFKDUDFWHUL]DWLRQRI'U0LOOHUGHVFULELQJ
&KDUOHV:&KHVQXWW7KH0DUURZRI7UDGLWLRQ1RUWRQ&ULWLFDO(GLWLRQ6HULHV1HZ<RUN1RU
WRQ
%XW,PD\EHDVNHGZRXOG\RXFRQ¿QHWKH1HJURWRDJULFXOWXUHPHFKDQLFV
WKHGRPHVWLFDUWVHWF"1RWDWDOOEXW MXVWQRZDQGIRUDQXPEHURI\HDUV
WKH VWUHVV VKRXOGEH ODLG DORQJ WKH OLQHV , KDYHPHQWLRQHG:H VKDOO QHHG
DQGPXVWKDYHPDQ\WHDFKHUVDQGPLQLVWHUVVRPHGRFWRUVDQGODZ\HUVDQG
VWDWHVPDQEXWWKHVHSURIHVVLRQDOPHQZLOOKDYHDFRQVWLWXHQF\RUDIRXQGD
WLRQIURPZKLFKWRGUDZVXSSRUWMXVWLQSURSRUWLRQDVWKHUDFHSURVSHUVDORQJ
WKHHFRQRPLFOLQHV,KDYHSRLQWHGRXW

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KLPDVDQ³HGXFDWHGKDQGVRPHOLJKWVNLQQHGEODFNSURWDJRQLVW´ZKR³LVDVNLOOHG
LPSHFFDEO\WUDLQHGSK\VLFLDQ´7KXVLWVHHPVDSSDUHQWWKDW0LOOHU¿WVWKHPROG
RI'X%RLV¶V³7DOHQWHG7HQWK´DQG-RVK*UHHQPRUHUHDGLO\¿WV:DVKLQJWRQ¶VYL
VLRQRI WKHEODFN ODERUHUDOWKRXJK*UHHQ¶VDJJUHVVLYHEHKDYLRUFRPSOLFDWHV WKLV
GHVFULSWLRQ
 +RZHYHULQWHUSUHWLQJWKHVHFKDUDFWHUVLQVXFKDVLPSOHZD\PLVVHVDODUJH
SRUWLRQRIWKHPRUDODQGSROLWLFDOFRPSOH[LW\WKHQRYHOSURYLGHVWKHP7KHVHFKDU
DFWHUVDUHPRUHFRPSOLFDWHGWKDQWKLVELQDU\DVLI&KHVQXWWZDQWVWRFRPPXQLFDWH
WKDWWKHVLWXDWLRQLVPRUHFRPSOLFDWHGWKDQ:DVKLQJWRQDQG'X%RLVVXJJHVW$V
<DUERURXJKZULWHV³&KHVQXWW¶VEODFNFKDUDFWHUVHPERG\DOORIWKHPDMRUFRQWHQG
LQJIRUFHVLQ$IULFDQ$PHULFDQVRFLHW\DWWKHWXUQRIWKHFHQWXU\´WKXVWKH\DUH
QRWVLPSO\SURGXFWVRI'X%RLVDQG:DVKLQJWRQEXWUDWKHURIODUJHUGHEDWHVDQG
PRYHPHQWVZLWKLQ WKHEODFN FRPPXQLW\0LOOHUGH¿HV'X%RLV LQ WKDWKH LV LQ
WHQVHO\DSROLWLFDODQGVHHPLQJO\XQLQWHUHVWHGLQOHDGLQJKLVORFDOEODFNFRPPXQLW\
7KLVIDFWLVH[HPSOL¿HGE\WKHFRQIURQWDWLRQDWWKHULRW¶VRXWVHWZKHQ-RVK*UHHQ
DVNV'U0LOOHUWROHDGWKHEODFNPREVD\LQJ³:H¶OOJLWGHDUPVDQ¶ZH¶OOJLWGH
FRXUDJHHI\RX¶OOFRPHDQ¶OHDGXV´0LOOHUGHFOLQHVWKLVOHDGHUVKLSUROHVD\LQJ
³0\DGYLFH LVQRWKHURLFEXW , WKLQN LW LVZLVH2XU WLPHZLOO FRPH´ ,Q WKLV
TXRWDWLRQLWVHHPVWKDW0LOOHUHYHQFKDQQHOVVRPHDVSHFWVRI:DVKLQJWRQ¶VFDOOIRU
SDWLHQFH±±WKH$IULFDQ$PHULFDQFRPPXQLW\ZLOOULVHLQWLPH,WLVIXUWKHUH[HPSOL
¿HGE\WKHGHVFULSWLRQRI'U0LOOHUDV³DYHU\JRRGVRUWRIQHJUR>ZKR@GRHVQ¶W
PHGGOHZLWKSROLWLFVQRUWUHDGRQDQ\RQHHOVH¶VWRHV´*UHHQ¶VFKDUDFWHUL]DWLRQLV
FRPSOLFDWHGE\&KHVQXWW¶VGHVFULSWLRQRIKLPDVD³VSRNHVPDQ´³DJHQHUDO´DQGD
³FRPPDQGHU´
 *UHHQ¶VIDPLO\KDVEHHQWKHYLFWLPRIUDFHYLROHQFHZKLFKWUDQVIRUPV-RVK
LQWRDQDJJUHVVLYHOHDGHURIEODFNODERUHUVPDNLQJKLPDQLQGLYLGXDOZKRJUHDWO\
GLIIHUVIURPWKHPRUHVXEPLVVLYHRUGHOLEHUDWHPDQ:DVKLQJWRQZRXOGSUHIHUKLP
WREH7KXVLQWKHIDFHRIUDFLDOYLROHQFHWKHVHFKDUDFWHUVDFWFRPSOHWHO\GLIIHUHQWO\
DQGDOVRGHI\DVLPSOHHFRQRPLFXQGHUVWDQGLQJVXJJHVWLQJDJUHDWHUFRPSOH[LW\
H[LVWVLQ&KHVQXWW¶VGHSLFWLRQRIWKH6RXWK,QDZD\&KHVQXWW¶VFKDUDFWHUVDUHD
K\EULGRIWKHWZRYLHZV'U0LOOHULVDPHPEHURI'X%RLV¶V³7DOHQWHG7HQWK´EXW
KDVWKHVXEPLVVLYHQHVVRIWKH$IULFDQ$PHULFDQFRPPXQLW\:DVKLQJWRQVRXJKW
5LFKDUG<DUERURXJK³9LROHQFH0DQKRRGDQG%ODFN+HURLVP7KH:LOPLQJWRQ5LRWLQ7ZR
7XUQRIWKH&HQWXU\$IULFDQ$PHULFDQ1RYHOV´7KH0DUURZRI7UDGLWLRQHG:HUQHU6ROORUV
1HZ<RUN1RUWRQ
,ELG
&KHVQXWW7KH0DUURZRI7UDGLWLRQ
,ELG
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9+63+VMZ

'LVFXVVLQJ5DFLDO9LROHQFH
 7KLVK\EULGL]DWLRQIXUWKHUFRPSOLFDWHVWKHFRPPHQWDU\RQUDFLDOYLROHQFH
WKDW&KHVQXWW¶VQRYHORIIHUV$VVFKRODU-RKQ&\ULO%DUWRQDUJXHV³&KHVQXWWGRHV
PRUHWKDQH[SRVHWKHO\QFKLQJSORWDVDFRQWULYHGVWRU\DQGSROLWLFDOFRQVSLUDF\´LQ
7KH0DUURZRI7UDGLWLRQ³KHXVHVLWWRRUJDQL]HWKHZRUNDVDZKROH,QGHHGRQH
FRXOGVD\WKDWWKHO\QFKLQJSORWLVFHQWUDOWRWKHQRYHO,WXQIROGVDWWKHVWUXFWXUDO
FHQWHURIWKHZRUNWKXVEULQJLQJWRDFOLPD[DVHULHVRIFRPSDUDWLYHO\PLQRUUDFLDO
FRQÀLFWV´,QWKLVIRFXVRQUDFLDOYLROHQFH&KHVQXWWOHDYHVWKHUHDOPRI%RRNHU7
:DVKLQJWRQDQG:(%'X%RLVDQGHQWHUVDFRQYHUVDWLRQZLWKDFWLYLVWVVXFKDV
,GD:HOOV)UHGHULFN'RXJODVDQG77KRPDV)RUWXQH$UHDGLQJRI'X%RLVDQG
:DVKLQJWRQ¶VSXEOLFDWLRQVLQ7KH$WODQWLF0RQWKO\UHYHDOVDSDLURIWKLQNHUVRQO\
VRPHZKDWFRQFHUQHGZLWKUDFHYLROHQFHZLWKSDVVLQJPHQWLRQVRI³VRXWKHUQRXW
UDJHV´DQG³WKHWHUURUVRIWKH.X.OX[.ODQ´'X%RLVPHQWLRQVUDFLDOYLROHQFHLQ
KLVHVVD\³7KH)UHHGPDQ¶V%XUHDX´RQO\WRXQGHUVWDQGWKHGHOLFDWHSROLWLFDOVLWXD
WLRQRIWKH6RXWK7KHVHPHQVSHDNRIUDFLDOYLROHQFHDQGO\QFKLQJDVDFRQGLWLRQRI
WKH6RXWKQRWDVRQHRIWKHSULPDU\REVWDFOHVIRUEODFNDGYDQFHPHQWDV&KHVQXWW
XQGHUVWRRGLW
 &KHVQXWW¶VFRQFHUQZLWKUDFLDOYLROHQFHPREYLROHQFHDQGO\QFKLQJZRXOG
FHUWDLQO\KDYHKDGLWVVRXUFHLQPRUHWKDQMXVWKLVNQRZOHGJHRIWKH:LOPLQJWRQ
5DFH5LRWRIDURXQGZKLFKKLVKLVWRULFDOQRYHOLVEDVHG7KHQRWHGDQGZHOO
WUDYHOHG,GD%:HOOVZDVRXWVSRNHQRQWKHVHLVVXHVRIUDFLDOYLROHQFHDQGO\QFK
LQJIRUQHDUO\DGHFDGHEHIRUH7KH0DUURZRI7UDGLWLRQ¶VSXEOLFDWLRQ/LNH:HOOV
&KHVQXWWXQGHUVWRRGO\QFKLQJDVDFHQWUDOREVWDFOHWR$IULFDQ$PHULFDQDGYDQFH
PHQWLQWKH6RXWK:KLOH&KHVQXWWPD\QRWKDYHEHHQGLUHFWO\LQÀXHQFHGE\:HOOV
VFKRODU-RKQ&\ULO%DUWRQFRQVLGHUVKRZIXOO\WKH\VKDUHGWKHVDPHXQGHUVWDQGLQJ
RIO\QFKLQJ%RWK:HOOVDQG&KHVQXWW¶VLQWHUHVWLQO\QFKLQJPD\KDYHVWDUWHGZLWK
PRUHSHUVRQDOH[SHULHQFHVRUORFDOH[DPSOHV:HOOV¶VRQWKHRXWVNLUWVRI0HPSKLV
DQG&KHVQXWW¶VLQKLVXQGHUVWDQGLQJRIWKH:LOPLQJWRQ,QVXUUHFWLRQWKH\XQGHU
VWRRGWKHVHHYHQWVDVSDUWRIODUJHUUHJLRQDORUQDWLRQDOLVVXHV$V%DUWRQGHVFULEHV
-RKQ&\ULO%DUWRQ³µ7KH1HFHVVLW\RIDQ([DPSOH¶&KHVQXWW¶V7KH0DUURZ2I7UDGLWLRQ	7KH
2KLR$QWL/\QFKLQJ&DPSDLJQ´$UL]RQD4XDUWHUO\$-RXUQDO2I$PHULFDQ/LWHUDWXUH&XOWXUH
$QG7KHRU\QR:LQWHU0/$,QWHUQDWLRQDO%LEOLRJUDSK\:HE
$QWLO\QFKLQJ OHJLVODWLRQ GUDZV DWWHQWLRQ WR KRZ &KHVQXWW¶V QRYHO WUDGLWLRQDOO\
UHDGDVDQLQGLFWPHQWRI6RXWKHUQUDFLVPLVQDWLRQDOLQVFRSH0XFKRIWKHKLVWRUL
FDOFULWLFLVPRQ7KH0DUURZRI7UDGLWLRQKDVIRUREYLRXVUHDVRQVIRFXVHGRQWKH
ERRNLQUHODWLRQWRWKH:LOPLQJWRQUDFHULRWWKHQRYHO¶VRVWHQVLEOHKLVWRULFDO

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%DUWRQLGHQWL¿HVUKHWRULFDOVLPLODULWLHVEHWZHHQ:HOOVDQG&KHVQXWWSRLQWLQJRXW
WKHLUXVHRILURQ\DVWKHSULPDU\RYHUODSEHWZHHQWKHLUVWUDWHJLHV%DUWRQGHVFULEHV
&KHVQXWW¶V³SHUYDVLYHVDUFDVPDQGXVHRIVDWLULFLURQ\VWUDWHJLHVFOHDUO\LQÀXHQFHG
E\,GD%:HOOV¶LURQLFFULWLTXHRIO\QFKORJLFZKLFKKDGUHDFKHGDQDWLRQDODXGL
HQFHE\WKHWLPH&KHVQXWWEHJDQZULWLQJKLVQRYHO7KHWLWOHRI0DUURZ¶VWZHQW\
VHFRQGFKDSWHU³+RZ1RWWR3UHYHQWD/\QFKLQJ´PLUURUV:HOOV¶XVHRILURQ\LQ
KHUSDPSKOHWDQGVSHHFKHVWLWOHG6RXWKHUQ+RUURUV/\QFK/DZLQ$OOLWV3KDVHV
7KLVIDPRXVH[DPSOHRI:HOOV¶DWWDFNRQWKH³ORJLF´RIWKH6RXWKHUQO\QFKPRELO
OXVWUDWHVWKHELWLQJWRQJXHZLWKZKLFK:HOOVVSRNH
7KH FHQWUDOLW\ RI O\QFKLQJ LQ&KHVQXWW¶VZRUN DORQJVLGH DQG DERYH WKHGLVSOD\V
RIRWKHULVVXHVRIUDFLDOVLJQL¿FDQFHVXJJHVWV&KHVQXWWKHOGWKLVLVVXHPXFKPRUH
LPSRUWDQWO\WKDQWKHPDLQVWUHDPEODFNDFWLYLVWVRIWKHSHULRG
 3HUKDSVQRWKLQJ H[HPSOL¿HV WKLV GLYLVLRQEHWZHHQ:HOOV DQGRWKHUPRUH
KLVWRULFDOO\IDPRXVDFWLYLVWVWKDQRQHRIWKH¿UVWFRQIHUHQFHVRIWKH1DWLRQDO$V
VRFLDWLRQ IRU WKH$GYDQFHPHQW RI&RORUHG 3HRSOH 1$$&3 LQ $OWKRXJK
WKLVHYHQWZDVQHDUO\HLJKW\HDUVDIWHUWKHSXEOLFDWLRQRI7KH0DUURZRI7UDGLWLRQ
WKHIDFWWKDW'X%RLV³VSRNHDERXWWKHUHODWLRQVKLSRIEODFNGLVHQIUDQFKLVHPHQWWR
FKHDSVXUSOXVODERULQWKH6RXWK´DQG:HOOV%DUQHWW³EHJDQKHUWDONE\HQXPHUDW
LQJWKHPHQZRPHQDQGFKLOGUHQZKRKDGEHHQO\QFKHGVLQFH5HFRQVWUXF
WLRQ´LOOXVWUDWHVWKHGLYLGHLQWKHEODFNFRPPXQLW\WKDW WUDFHVEDFNWRWKHSHULRG
EHIRUHWKHQRYHO¶VUHOHDVH,QDZD\&KHVQXWWDQWLFLSDWHVWKLVGLYLGHLQWKHEODFN
FRPPXQLW\DVWKH1$$&3¶VRULJLQDOIRFXVRQ¿JKWLQJO\QFKLQJTXLFNO\WDLOHGRII
7KHLQDELOLW\RIWKH1$$&3WRIRFXVRQO\QFKLQJZDVSHUKDSVIRUHWROGLQWKHLQDELO
%DUWRQ³7KH1HFHVVLW\RIDQ([DPSOH´
3DXOD-*LGGLQJV,GD$6ZRUG$PRQJ/LRQV,GD%:HOOVDQGWKH&DPSDLJQ$JDLQVW/\QFKLQJ
1HZ<RUN+DUSHU&ROOLQV
,ELG
7KHPLVFHJHQDWLRQODZVRIWKH6RXWKRQO\RSHUDWHDJDLQVWWKHOHJLWLPDWHXQLRQRIWKH
UDFHVWKH\OHDYHWKHZKLWHPDQIUHHWRVHGXFHDOOWKHFRORUHGJLUOVKHFDQEXWLWLVGHDWK
WRWKHFRORUHGPDQZKR\LHOGVWRWKHIRUFHDQGDGYDQFHVRIDVLPLODUDWWUDFWLRQLQZKLWH
ZRPHQ:KLWHPHQO\QFKWKHRIIHQGLQJ$IUR$PHULFDQQRWEHFDXVHKHLVDGHVSRLOHU
RIYLUWXHEXWEHFDXVHKHVXFFXPEVWRWKHVPLOHVRIZKLWHZRPHQ
UHIHUHQW:KLOH WKLV VFKRODUVKLS LV FUXFLDO IRU XQGHUVWDQGLQJ WKHZRUN¶VPRPHQW RI
UHSUHVHQWDWLRQLWQHJOHFWVWKHIDFWWKDW&KHVQXWWZURWHWKHQRYHOZKLOHOLYLQJLQ2KLR
ZKHUHIURP±WKHPRVWVLJQL¿FDQWVWDWHPRYHPHQWIRUDQWLO\QFKLQJOHJLVOD
WLRQWRRNSODFH
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9+63+VMZ
LW\RIPDLQVWUHDPDFWLYLVWVWRFRQVLGHUO\QFKLQJDVDSULPDU\SDUWRIWKHLUSROLWLFDO
DJHQGD
 , KDYH LOOXVWUDWHGDGLYLGHEHWZHHQ WKHDQWLO\QFKLQJFUXVDGHUV DQGPRUH
PDLQVWUHDP$IULFDQ$PHULFDQDFWLYLVWVRIWKLVSHULRGLPPHGLDWHO\EHIRUHWKHWXUQRI
WKHWZHQWLHWKFHQWXU\7KHVHDUJXPHQWVKDYHVKRZQWKDW&KHVQXWW¶V7KH0DUURZRI
7UDGLWLRQWUDQVFHQGVWKLVGLYLGHDQGFRPPHQWVRQERWKDUJXPHQWVWRFRPPXQLFDWH
WKHFRPSOH[LW\RIWKH6RXWKDWWKHWLPHRIWKH:LOPLQJWRQUDFHULRW0DQ\TXHVWLRQV
UHPDLQXQDQVZHUHGKRZHYHU ,ZLOO LQYHVWLJDWHKRZ&KHVQXWWDFFRPSOLVKHG WKLV
WDVNRIFRPPHQWLQJRQERWKDQWLO\QFKLQJDQGEURDGHULVVXHVRI$IULFDQ$PHULFDQ
HTXDOLW\)XUWKHU,ZLOOFRQVLGHUKRZDFFXUDWHKLVSRUWUDLWRI6RXWKHUQOLIHZDVYLV
iYLVRWKHUSRSXODUSRUWUDLWVDWWKHWLPH)LQDOO\,ZLOOH[SORUHZKHUH7KH0DUURZ
RI7UDGLWLRQ¿WVZLWKLQWKHWKHPHVRI&KHVQXWW¶VRWKHUZRUNV
$%URDGHU3ROLWLFDO$JHQGD
 &KHVQXWWDFFRPSOLVKHVWKLVGLI¿FXOWFRQQHFWLRQEHWZHHQWKHDQWLO\QFKLQJ
FDPSDLJQDQGDEURDGHU$IULFDQ$PHULFDQSROLWLFDODJHQGDLQWZRZD\V)LUVWUH
YLHZLQJWKHDUJXPHQWVRI%U\DQ:DJQHU,ZLOOVXJJHVWWKDW&KHVQXWWSUHVHQWVWKH
ULRWDVDUHVSRQVHWRDJURZLQJEODFNPLGGOHFODVV+RZHYHUGHYLDWLQJIURP:DJ
QHU¶V WKHVLV , DUJXH WKDW&KHVQXWWGRHV WKLVQRW WRSUHVHQWDQDFFXUDWHGHSLFWLRQ
RIWKHHQWLUH6RXWKRIWKHSHULRGEXWEHFDXVHLWVHUYHGZKDW5LFKDUG<DUERURXJK
FDOOHG&KHVQXWW¶V³H[WUDOLWHUDU\DJHQGD´WKDWLVWKHGHVLUHWRFRQQHFWWKHVHWZRVHS
DUDWHSROLWLFDOPRYHPHQWV$QRWKHUZD\WKDW&KHVQXWWFRQQHFWVWKHVHPRYHPHQWV
LVWKURXJKKLVDPELYDOHQFHWRHQGRUVHDFHUWDLQDQVZHURUSROLF\WRWKHPRUDODQG
SROLWLFDOTXHVWLRQVKLVQRYHOUDLVHV,QWKHGLOHPPDRI'U0LOOHUDQG-RVK*UHHQ
QHLWKHUFKDUDFWHU¶VRXWFRPHLVSDUWLFXODUO\SRVLWLYH/LWHUDU\FULWLF-DH+5RHPRVW
DSWO\GHVFULEHV&KHVQXWW¶VPLQGIXODYRLGDQFHRIDQHQGRUVHPHQWDVD³WLJKWURSHDFW
WKURXJKRXWWKHQRYHOWU\LQJDWWKHVDPHWLPHWRDSSHDVHDQGWRFKDOOHQJH´2QWKH
WRSLFRIUDFLDOYLROHQFHKHGRHVQRWHVSRXVHDSDUWLFXODUSROLF\VROXWLRQ,QVWHDG
KH LURQLFDOO\ VKRZVZKDW QRW WR GR LQ KLV FKDSWHU ³+RZ1RW WR3UHYHQW/\QFK
LQJ´7KURXJKWKLVDPELYDOHQFHDQGWKHGHSLFWLRQRIDEODFNPLGGOHFODVV&KHVQXWW
XQLWHVWKHVHWZRSUHYLRXVO\VHSDUDWHDJHQGDV
 ,QKLVDUWLFOH:DJQHUFRQWHQGVWKDW&KHVQXWW³SUHVHQWVWKH:LOPLQJWRQULRW
DVDUHVSRQVHWRWKHULVLQJ$IULFDQ$PHULFDQPLGGOHFODVVZKLFKKDGUHFRQ¿JXUHG
WKHYLVXDO¿HOGRI:LOPLQJWRQE\LQLWLDWLQJFKDQJHVLQORFDODUFKLWHFWXUHQHLJKERU
<DUERURXJK³9LROHQFH0DQKRRG´
5RH-DH+³.HHSLQJDQµ2OG:RXQG¶$OLYH7KH0DUURZRI7UDGLWLRQDQGWKH
/HJDF\RI:LOPLQJWRQ´$IULFDQ$PHULFDQ5HYLHZQR

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KRRGGHPRJUDSKLFVDQGVLGHZDONHWLTXHWWH´7KHVHFRQGDU\DQGSULPDU\VRXUFHV
WKDW:DJQHUFLWHVLQKLVDUWLFOHVXJJHVWWKDWWKLVJURZLQJEODFNPLGGOHFODVVLVKLV
WRULFDOO\DFFXUDWHWR:LOPLQJWRQZKHQLWZDVRQWKHEULQNRILQVXUUHFWLRQ:DJQHU
VXJJHVWV WKDW WKLV³1HJUR'RPLQDWLRQ´DV LW LVFDOOHGE\ WKHZKLWHFKDUDFWHUV LQ
7KH0DUURZRI7UDGLWLRQSURYRNHVDQHSLVWHPRORJLFDOFULVLVWKDWLVVLPXOWDQHRXVO\
DFULVLVRIZKLWHLGHQWLW\DQG³WKDWUDFLDOYLROHQFHLQWKH6RXWKFDQEHXQGHUVWRRG
DVDQDWWHPSWWRUHSDLUWKHGDPDJHGHSLVWHPRORJ\RIZKLWHVXSUHPDF\´:KLOHWKLV
PD\EHDQDFFXUDWHDVVHVVPHQWRIWKHFDXVHVRIWKH:LOPLQJWRQ5LRWWKHULVHRID
EODFNPLGGOHFODVVZDVQRWDSSDUHQWO\DSUREOHPRQWKHPLQGVRIWKH6RXWKDWWKH
WLPHRIWKHULRW
 ,QWZRHVVD\VSXEOLVKHGLQ7KH$WODQWLF0RQWKO\ LQ:37UHQWGLV
FXVVHG WKH³'RPLQDQW)RUFHV LQ6RXWKHUQ/LIH´DQG³7HQGHQFLHVRI+LJKHU/LIH
LQWKH6RXWK´ZLWKWKHJRDORISURYLGLQJDQDFFXUDWHSLFWXUHRIOLIHLQWKH6RXWK
DWWKHWLPH7UHQWXQGHUVWDQGVWKHEODFNSRSXODWLRQLQWKH6RXWKDVDIRUFHQRWDV
DJURXSRILQGLYLGXDOV+HDOVRLGHQWL¿HVORZHUFODVVEODFNVDVWKHSULPDU\VRXUFH
RIFRQÀLFWLQWKH6RXWKGHVFULELQJWKDW³6ODYHU\QRORQJHUH[LVWVDQGODERULVQR
ORQJHUFRQVLGHUHGGLVJUDFHIXOEXWWKHQHJURWKRXJKSROLWLFDOO\IUHHLVVWLOOVRFLDOO\
DQGHFRQRPLFDOO\VHUYLOHDQGVWLOODIIHFWVKLVZKLWHHPSOR\HUGLVDVWURXVO\LQPDQ\
ZD\V´+HFRQ¿UPVRWKHUDVSHFWVRI&KHVQXWW¶VGHVFULSWLRQVXFKDVZKHQKHUHIHU
HQFHVDZKLWHPLGGOHFODVVGHYHORSLQJLQWKHLQFUHDVLQJO\SRSXODWHGXUEDQFHQWHUV
RIWKHSRVW5HFRQVWUXFWLRQ6RXWKWKDWLVGLVSODFLQJWKHWUDGLWLRQDODULVWRFUDWVIURP
WKHLUSRVLWLRQVRIXQTXHVWLRQHGZHDOWKDQGSRZHU6WLOO7UHQW¶VSRUWUDLWRIWKH6RXWK
DWWKHWLPHRIWKH:LOPLQJWRQ5DFH5LRWGRHVQRWLOOXVWUDWHWKHZLGHVSUHDGGHYHORS
PHQWRIDEODFNPLGGOHFODVVWKDWZRXOGMXVWLI\&KHVQXWW¶VSRUWUD\DOLQWKHQRYHO$V
%DUWRQGHVFULEHVLQKLVDUWLFOH&KHVQXWW¶VSXUSRVHLQWKHQRYHOZDVPRUHEURDGWKDQ
VLPSO\DQDO\]LQJWKHFDXVHVRIWKH:LOPLQJWRQ5LRW,QVWHDGKHZDVZULWLQJIRUD
PXFKPRUHQDWLRQDODXGLHQFHDERXWLVVXHVWKDWDIIHFWHGWKH6RXWKDQGWKHQDWLRQDV
DZKROH7KXVLWVHHPVLQFRQVLVWHQWIRUKLPWRXVHDPLGGOHFODVVWKDWDIIHFWHGRQO\
VPDOOORFDOLWLHVLQWKH6RXWKDQGZDVQRWFKDUDFWHULVWLFRIWKHHQWLUH6RXWK
 ,QVWHDGLWPD\EHVXJJHVWHGWKDW&KHVQXWWXVHGWKLVPLGGOHFODVVDVDYHKLFOH
WRWDONDERXWDODUJHUYDULHW\RILVVXHVQRWRQO\WKHFDXVHVRIDVLQJOHEXWVLJQL¿FDQW
FDVHRIUDFHYLROHQFH$QRWKHUVHWRILVVXHVWKDWWKLVPLGGOHFODVVYHKLFOHHQDEOHG
ZHUHWKHYDULRXVPRUDOUHVSRQVHVWRYLROHQFHDYDLODEOHWRERWK&KHVQXWW¶VFKDUDF
WHUVDQGWRDFWXDO$IULFDQ$PHULFDQVLQWKH6RXWKDWWKHWLPH'HVSLWHSUHYLRXVZULW
LQJVZKHUH&KHVQXWWKDGHQGRUVHGDSDUWLFXODUUHVSRQVHWRYLROHQFHXVXDOO\PRUH
LQOLQHZLWKWKDWWDNHQE\'U0LOOHULQ7KH0DUURZRI7UDGLWLRQ&KHVQXWWHQGRUVHV
QHLWKHU'U0LOOHURU-RVK*UHHQ¶VSRVLWLRQDVDQ\PRUHDGPLUDEOHRUGHVLUDEOHLQ
WKHQRYHO5HPQDQWVRI&KHVQXWW¶VSUHYLRXVHQGRUVHPHQWRIWKH'U0LOOHUWKUHDGRI
QRQYLROHQFHFDQEHVHHQLQKLVHDUOLHU¿FWLRQ&KHVQXWW¶VLQLWLDOFKDUDFWHUL]DWLRQRI
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-RVK*UHHQ±±³GRZQE\WKHWURXJKGUDQNORQJDQGGHHSDQGOXQJLQJKLVKHDGLQWR
WKHZDWHUVKRRNKLPVHOIOLNHDZHWGRJ´±±DOVRVXJJHVWVWKHDQLPDOLVWLFEDVLVIRU
*UHHQ¶VDJJUHVVLYHEHKDYLRUPD\EHDUHPQDQWRI&KHVQXWW¶VSUHYLRXVVWDQFHRQWKH
LVVXHRIUDFHYLROHQFHLQWKH6RXWK
 $V3-D\'HOPDUDUJXHVLQ³7KH0RUDO'LOHPPDLQ&KDUOHV:&KHVQXWW¶V
7KH0DUURZRI7UDGLWLRQ´³&KHVQXWWSUHVHQWVDWDOHRIUDFLDOHQPLW\DQGLWVEORRG\
FRQVHTXHQFHVEXWKHFDQQRWGHFLGHZKDWDQDSSURSULDWHUHVSRQVHWRUDFLDOHQPLW\
PLJKWEH,VYLROHQFHWKHDQVZHU",VFDOPSDWLHQWIRUEHDUDQFHWKHDQVZHU",VDQ\
DQVZHUSRVVLEOH"´'U0LOOHU¶VFKLOGLVNLOOHGDVDUHVXOWRIPREYLROHQFHVXJJHVW
LQJWKDWDQ\SHUVRQQRPDWWHUKRZSXUSRVHO\XQLQYROYHGLQLVVXHVRIUDFHYLROHQFH
LVDSRWHQWLDOYLFWLPRILW-RVK*UHHQ¶VGHDWKLVGHSLFWHGDVKHURLFDQGFRXUDJHRXV
EXWLWDFKLHYHVOLWWOHLQWKHJUDQGVFKHPHRI¿JKWLQJUDFHYLROHQFH7KXVQHLWKHU
0LOOHURU*UHHQ¶VSRVLWLRQLVSDUWLFXODUO\IDYRUHGDQG&KHVQXWWOHDYHVKLVUHDGHUWR
GHEDWHWKHPRUDOLW\RIWKHWZRRSWLRQV
 8QOLNH'HOPDUKRZHYHU,ZRXOGVXJJHVWWKDW&KHVQXWW¶VODFNRIDGH¿QL
WLYHDQVZHULVQRWDQHIIHFWRI³WKHOLPLWDWLRQVRIKLVYLVLRQDQGPRUHVLJQL¿FDQWO\
WKH OLPLWDWLRQVRI FXOWXUH LQZKLFKKH IXQFWLRQHG´EXW UDWKHU IXQFWLRQV WR DOORZ
&KHVQXWW WRSUHVHQWDPRUHDFFXUDWH LPDJHRI WKH6RXWKZKHUH WKHUH LVQRFOHDU
DQVZHUWRWKHVOHZRIGLOHPPDVIDFLQJEODFNVRFLHW\6LPLODUO\,ZRXOGGLVDJUHH
ZLWK%DUWRQ¶VYLHZWKDW³&KHVQXWW¶VSHQFKDQWIRUUHVLVWLQJFORVXUH´IXQFWLRQV³DV
DZD\WREXUGHQWKHUHDGHUZLWKWKHSUREOHPRIWKHFRORUOLQH´5DWKHUWKLVUHVLV
WDQFHLVDQH[DPSOHRI&KHVQXWW¶VGHVLUHWRFRPPHQWRQWKHVHHPLQJO\XQFRQTXHU
DEOHUHDOLWLHVRIOLIHLQWKH6RXWKIRU$IULFDQ$PHULFDQV

&KHVQXWWҋV2WKHU6WRULHV
 'XULQJWKHSHULRGIURP-XO\WR1RYHPEHU&KHVQXWWKDGWKUHH
VKRUWVWRULHVSXEOLVKHGLQ7KH$WODQWLF0RQWKO\$OOWKUHHVWRULHVDUHVHWLQWKHSRVW
EHOOXP6RXWKEXWQRWDOORIWKHPDUHDVH[SOLFLWO\DERXWWKHWKHPHVWKDW&KHVQXWW
WRXFKHVRQLQ7KH0DUURZRI7UDGLWLRQ$PRQJWKHWKHPHVWKDWFOHDUO\UHPDLQHG
SUHVHQWIURPKLVSUHYLRXVZULWLQJVLQWRWKHQRYHOZHUHWKHLGHDVRIWKHFRXUDJHRU
OR\DOW\RIPHPEHUVRIWKHEODFNFRPPXQLW\DQGWKHSUREOHPVHQFRXQWHUHGE\³ROG
PRQH\´IDPLOLHVRIWKHDQWHEHOOXP6RXWK)RUH[DPSOHDWKHPHRI7KH:LIHRI+LV
&KHVQXWW7KH0DUURZRI7UDGLWLRQ
'HOPDU3-D\3'HOPDU³7KH0RUDO'LOHPPDLQ&KDUOHV:&KHVQXWW¶V7KH0DUURZRI7UDGL
WLRQ´$PHULFDQ/LWHUDU\5HDOLVPQR
,ELG
%DUWRQ³7KH1HFHVVLW\RIDQ([DPSOH´

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<RXWK LVD OR\DOW\ WRROGUHODWLRQVKLSVRUDFRPPLWPHQW WRRWKHUSHRSOHRIFRORU
,WVKRZVDFRQFHUQWRZDUGVELUDFLDOLVPWKDWSHUVLVWHGLQWRWKHQRYHODVZHOO+RW
)RRW+DQQLEDOFRQWLQXHVWKHWKHPHVUHJDUGLQJUDFHDQGUHODWLRQVKLSVWKDW&KHVQXWW
EHJDQLQ7KH:LIHRI+LV<RXWKVKRZLQJKRZSRVW&LYLO:DUUHODWLRQVKLSVLQWKH
EODFNFRPPXQLW\VHHPVHWXSWRIDLOZKLOHZKLWHUHODWLRQVKLSVSHUVLVW7KH%RXTXHW
HQGRUVHVWKHFRXUDJHRIWKHFKDUDFWHU6RSK\DQGGHSLFWV WKHQHZSRVLWLRQRIWKH
IRUPHU6RXWKHUQDULVWRFUDF\LQWKHSRVW5HFRQVWUXFWLRQ6RXWK-RVK*UHHQ¶VFRXU
DJHDQGOR\DOW\WKHQDSSHDUWREHUHPQDQWVRIWKHWKHPHVRI&KHVQXWW¶VSUHYLRXV
ZRUNV
 7KHEHVWLOOXVWUDWLRQRIWKHODUJHVWLQFRQVLVWHQF\LQWRQHDQGWKHPHLQPRY
LQJIURP&KHVQXWW¶VFROOHFWLRQVRIVKRUWVWRULHV7KH&RQMXUH:RPDQDQG2WKHU
&RQMXUH7DOHVDQG7KH:LIHRI+LV<RXWKDQG2WKHU6WRULHVRIWKH&RORU/LQHERWK
SXEOLVKHGLQLVWKHUHDFWLRQRIIDPHGZULWHUDQGHGLWRU:LOOLDP'HDQ+RZ
HOOV VHHQ LQ WKH FKDQJH LQ+RZHOOV¶V UHVSRQVH WR&KHVQXWW¶VZULWLQJ RYHU WLPH
+RZHOOVSXEOLVKHGLQ0D\RIDQLQFUHGLEO\SRVLWLYHUHYLHZRIWKHVHUHFHQWO\
SXEOLVKHGFROOHFWLRQVRI&KHVQXWW¶VZRUN+RZHOOVODXGHG&KHVQXWWIRUKLVVHHLQJ
SHRSOHRIFRORU³YHU\FOHDUO\YHU\MXVWO\DQGKHVKRZVWKHPDVKHVHHVWKHPOHDY
LQJWKHUHDGHUWRGLYLQHWKHGHSWKRIKLVIHHOLQJIRUWKHP+HWRXFKHVDOOWKHVWRSV
DQGZLWKHTXDOGHOLFDF\LQVWRULHVRIUHDOWUDJHG\DQGFRPHG\DQGSDWKRV´
 $VVFKRODU-RVHSK0F(OUDWK-UGLVFXVVHVLQKLVHVVD\³:'+RZHOOVDQG
5DFH&KDUOHV:&KHVQXWW¶V'LVDSSRLQWPHQWRIWKH'HDQ´WKLVGHOLFDF\ZRXOGQRW
ODVW+RZHOOVKDGFRPPHQGHG&KHVQXWWIRUKLVFKDUPDQGTXDLQWQHVVLQGHSLFWLQJ
EODFNFKDUDFWHUVEXW³+RZHOOVDSSHDUVWRKDYHEHHQFDXJKWE\VXUSULVHHYHQVWDU
WOHGE\&KHVQXWWZKRPKHKDGQRWSUHYLRXVO\WKRXJKWRIDVDPDQZLWKDFKLSRQ
KLVVKRXOGHU´0F(OUDWKZULWHVWKDWXSRQUHDGLQJ&KHVQXWW¶VQRYHO³+RZHOOVGLV
FRYHUHGLQLWVRPHWKLQJZRUVHWKDQDUHQGHULQJRIWKHµOXGLFURXVVLGH¶DQGµDEVXUGL
WLHV¶RIZKLWHV´+RZHOOVZDVDQDGYRFDWHRI&KHVQXWW¶VSUHYLRXVZRUNVVKRZQ
WKURXJKKLVSXEOLFDWLRQRI WKHPLQ7KH$WODQWLFDQGKLVSURPRWLRQRI&KHVQXWW¶V
VKRUWVWRULHVLQKLVRZQHGLWRULDOV+RZHYHUKHIRXQGWKDW7KH0DUURZRI7UDGLWLRQ
VWUXFNDQHQWLUHO\GLIIHUHQWWRQH7KXVZKLOHVRPHUHPQDQWVRI&KHVQXWW¶VSUHYLRXV
WKHPHVFDQEHVHHQLQKLVQRYHOWKHZRUNEURNHDZD\IURPKLVSUHYLRXVPRUH
XQGHUVWDWHGZULWLQJVRQWKHWRSLFRIUDFHYLROHQFHLQWKH6RXWK
:'+RZHOOV³0U&KDUOHV&KHVQXWW¶V6WRULHV´7KH$WODQWLF0RQWKO\QR0D\
&RUQHOO8QLYHUVLW\/LEUDU\:HE
0F(OUDWK-RVHSK5-U³:'+RZHOOVDQG5DFH&KDUOHV:&KHVQXWW¶V'LVDSSRLQWPHQWRIWKH
'HDQ´1LQHWHHQWK&HQWXU\/LWHUDWXUHQR
,ELG
,ELG
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
+LVWRULFDO1RYHO7UDGLWLRQ
 &KHVQXWW¶VQRYHOZDVDOVRSDUWRIDKLVWRULFDOQRYHOWUDGLWLRQZLWKLQ$PHUL
FDQOLWHUDWXUHWKDWZDVDWRSLFRIGLVFXVVLRQGXULQJWKHSHULRGH[HPSOL¿HGE\3DXO
/HLFHVWHU)RUG¶V³7KH$PHULFDQ+LVWRULFDO1RYHO´DQHVVD\WKDWDSSHDUHGLQ7KH
$WODQWLFLQ'HFHPEHU$VDKLVWRULFDOQRYHOLWPD\QRWEHVXUSULVLQJWKDW7KH
0DUURZRI7UDGLWLRQVKDUHVVRPDQ\WKHPHVZLWKKLVWRULHVZULWWHQDURXQGWKHWLPH
RI LWVSXEOLFDWLRQ:LOOLDP*DUURWW%URZQ¶V0D\DUWLFOHRQ³7KH.X.OX[
0RYHPHQW´SHUKDSVPRVWVWURQJO\SDLQWVWKHVDPHSLFWXUHRIWKHFRPSOH[LWLHVRI
6RXWKHUQOLIHDVGRHV&KHVQXWW%URZQXQGHUVWRRGWKH.ODQO\QFKLQJDQGUDFLDO
YLROHQFHJHQHUDOO\DVDQ³KLVWRULFDOGHYHORSPHQW´ZLWKRULJLQVLQERWKSRVWEHOOXP
SROLWLFV DQG HFRQRPLFV$QRWKHU VLPLODULW\EHWZHHQ WKHZULWHU RI WKHKLVWRULFDO
QRYHODQGWKHKLVWRULDQRIWKHSHULRG%URZQDQG&KHVQXWWDYRLGRIIHULQJVROXWLRQV
WRWKHSUREOHPVWKDWWKH\LGHQWLI\
 &KHVQXWW¶V7KH0DUURZRI7UDGLWLRQKDVWKHWDVNRIDKLVWRULFDOQRYHOZKLFK
DFFRUGLQJWR)RUGLV
,QPDQ\ZD\VP\DUJXPHQWVKDYHVKRZQWKDW&KHVQXWW¶VQRYHO¿WVWKHVHUHTXLUH
PHQWV$VDKLVWRULFDOQRYHO&KHVQXWW¶VZRUNFDQFHUWDLQO\EHGHVFULEHGDVDW\SH
RIH[SRVpEXWEHFDXVHLWLVD¿FWLRQDOL]HGDFFRXQWRIDUHDOHYHQWLWFDQH[SORUH
ODUJHULVVXHVZLWKJUHDWHUHDVHDOORZLQJWKHQRYHOLVWWRH[SORUHDEURDGUDQJHRI
WRSLFV(YHQIXUWKHU&KHVQXWW¶VQRYHOLVRQHRISROLWLFDOKLVWRU\LQWKDWLWV\QWKH
VL]HGFULWLTXHGDQGZDVLQWHQGHGWRHQWHUWKHGHEDWHUHJDUGLQJDYDULHW\RILVVXHV
DIIHFWLQJ$IULFDQ$PHULFDQVDWWKHWLPHRILWVSXEOLFDWLRQ&KHVQXWWWRRVHHPHG
DZDUHRIWKHEURDGFRPPHQWDU\WKDWKLVERRNSURGXFHGZLWKLWVYLHZRQ$IULFDQ
$PHULFDQ DGYDQFHPHQW DQG WKH DQWLO\QFKLQJPRYHPHQW WKURXJK WKH YHKLFOH RI
WKHEODFNPLGGOHFODVVDQGKLVFRPSOH[FKDUDFWHUL]DWLRQVRI'U0LOOHUDQG-RVK
*UHHQ8SRQLWVSXEOLFDWLRQKHVHQWDOHWWHUWR%RRNHU7:DVKLQJWRQH[SODLQLQJKLV
%URZQ:LOOLDP*DUURWW³7KH.X.OX[0RYHPHQW´7KH$WODQWLF0RQWKO\QR0D\
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
,ELG
7KDWLWPXVWUHÀHFWDSRLQWRIYLHZHLWKHURIDFRQWHPSRUDU\SDUW\RUHOVHRIDVXF
FHHGLQJJHQHUDWLRQXSRQVRPHVXEMHFWZKLFKKDVDWRQHWLPHEHHQDPDWWHURIFRQWUR
YHUV\LIQRWFRQÀLFW6HFRQGWKDWVRPHRQHRUPRUHFKDUDFWHUVLQWKHQRYHOPXVWEH
WUXHH[SUHVVLRQVRIWKHSHULRGZLWKZKLFKWKHERRNGHDOVRUPXVWDSSUR[LPDWHWRWKH
FRQWHPSRUDU\EHOLHIRIZKDWWKHSHRSOHRIWKDWSHULRGZHUHOLNH

4BCP&YQMPSJOHUIF%JWJEFT
LQWHQWLQZULWLQJWKHZRUN,QDGGLWLRQKHVHQWDFRS\RIWKHWH[WWR,GD%:HOOV
V\PEROL]LQJWKHSROLWLFDODUJXPHQWVWKDWKLVZRUNZDVQDYLJDWLQJDQGGHPRQVWUDW
LQJKLVGHPDQGIRUEURDGVZHHSLQJUHIRUPLQWKH6RXWK7KXVWKURXJK7KH0DU
URZRI7UDGLWLRQ&KHVQXWWDWWHPSWVWKHXQSUHFHGHQWHGVWHSRIV\QWKHVL]LQJWKHVH
VHSDUDWHHYHQDQWDJRQLVWLFVHFWVRI$IULFDQ$PHULFDQSROLWLFVDWWKHEHJLQQLQJRI
WKHWZHQWLHWKFHQWXU\+HFRPPHQWVQRWRQO\RQWKHGHEDWHVEHWZHHQ'X%RLVDQG
:DVKLQJWRQUHJDUGLQJDFKLHYLQJHFRQRPLFSURVSHULW\IRU$IULFDQ$PHULFDQVEXW
DOVRWKHRIWHQRYHUORRNHGGHEDWHUHJDUGLQJUDFLDOYLROHQFHWKDWFRQWLQXHGWRDIÀLFW
$IULFDQ$PHULFDQVQDWLRQZLGHGXULQJWKHHDUO\WZHQWLHWKFHQWXU\
%LEOLRJUDSK\
%DUWRQ-RKQ&\ULO³µ7KH1HFHVVLW\2I$Q([DPSOH¶&KHVQXWW¶V7KH0DUURZ2I7UDGLWLRQ	7KH
 2KLR$QWL/\QFKLQJ&DPSDLJQ´$UL]RQD4XDUWHUO\$-RXUQDO2I$PHULFDQ/LWHUDWXUH
 &XOWXUH$QG7KHRU\QR:LQWHU0/$,QWHUQDWLRQDO%LEOLRJUDSK\
 :HE
³%RRNV5HYLHZHG:(%XUJKDUGW'X%RLV7KH6XSSUHVVLRQRIWKH$IULFDQ6ODYH7UDGHWRWKH
 8QLWHG6WDWHVRI$PHULFD´7KH$WODQWLF0RQWKO\QR$SU
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
%URZQ:LOOLDP*DUURWW³7KH.X.OX[0RYHPHQW´7KH$WODQWLF0RQWKO\QR0D\
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
&KHVQXWW&KDUOHV:³+RW)RRW+DQQLEDO´7KH$WODQWLF0RQWKO\QR-DQ
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
&KHVQXWW&KDUOHV:³7KH%RXTXHW´7KH$WODQWLF0RQWKO\QR1RY
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
&KHVQXWW&KDUOHV7KH0DUURZRI7UDGLWLRQ1RUWRQ&ULWLFDO(GLWLRQ6HULHV1HZ<RUN1RUWRQ
 
&KHVQXWW&KDUOHV:³7KH:LIHRIKLV<RXWK´7KH$WODQWLF0RQWKO\QR-XO\
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
&KHVQXWW&KDUOHV:7R%HDQ$XWKRU/HWWHUVRI&KDUOHV:&KHVQXWW(GLWHGE\5REHUW/HLW]DQG
 -RVHSK50F(OUDWK3ULQFHWRQ8QLYHUVLW\3UHVV
'HOPDU3-D\³7KH0RUDO'LOHPPDLQ&KDUOHV:&KHVQXWW¶V7KH0DUURZRI7UDGLWLRQ´$PHULFDQ
 /LWHUDU\5HDOLVPQR
'X%RLV:(%³$1HJUR6FKRROPDVWHULQWKH1HZ6RXWK´7KH$WODQWLF0RQWKO\QR
 -DQ&RUQHOO8QLYHUVLW\/LEUDU\:HE
<DUERURXJK³9LROHQFH0DQKRRG´

"VUIPS&YQMPSJOHUIF%JWJEFT
'X%RLV:(%³6WULYLQJVRIWKH1HJUR3HRSOH´7KH$WODQWLF0RQWKO\QR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
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&RUQHOO8QLYHUVLW\/LEUDU\:HE
'X%RLV:(%³7KH)UHHGPHQ¶V%XUHDX´7KH$WODQWLF0RQWKO\QR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 &RUQHOO8QLYHUVLW\/LEUDU\:HE
'XUKDP-RKQ6WHSKHQV³7KH/DERU8QLRQDQGWKH1HJUR´7KH$WODQWLF0RQWKO\QR
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)HE&RUQHOO8QLYHUVLW\/LEUDU\:HE
)ULHGPDQ5\DQ-D\³¶%HWZHHQ$EVRUSWLRQ$QG([WLQFWLRQ¶&KDUOHV&KHVQXWWDQG%LRSROLWLFDO
 5DFLVP´$UL]RQD4XDUWHUO\$-RXUQDO2I$PHULFDQ/LWHUDWXUH&XOWXUH$QG7KHRU\
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0/$,QWHUQDWLRQDO%LEOLRJUDSK\:HE
)RUG3DXO/HLFHVWHU³7KH$PHULFDQ+LVWRULFDO1RYHO´7KH$WODQWLF0RQWKO\QR'HF
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&RUQHOO8QLYHUVLW\/LEUDU\:HE
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$6ZRUG$PRQJ/LRQV,GD%:HOOVDQGWKH&DPSDLJQ$JDLQVW/\QFKLQJ
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
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&KDUOHV:&KHVQXWW¶V'LVDSSRLQWPHQWRIWKH
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-XQH
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:DJQHU%U\DQ³&KDUOHV&KHVQXWW$QG7KH(SLVWHPRORJ\2I5DFLDO9LROHQFH´$PHULFDQ/LWHUD
 WXUH$-RXUQDO2I/LWHUDU\+LVWRU\&ULWLFLVP$QG%LEOLRJUDSK\QR
 0/$,QWHUQDWLRQDO%LEOLRJUDSK\:HE
:DVKLQJWRQ%RRNHU7³7KH$ZDNHQLQJVRIWKH1HJUR´7KH$WODQWLF0RQWKO\QR6HSW
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:DVKLQJWRQ%RRNHU7³7KH&DVHRIWKH1HJUR´7KH$WODQWLF0RQWKO\QR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
 &RUQHOO8QLYHUVLW\/LEUDU\:HE
:HOOV,GD%³6RXWKHUQ+RUURUV/\QFK/DZLQ$OOLWV3KDVHV´3URMHFW*XWHQEHUJ
 2QOLQH
:RUGHQ'DQLHO³%LUWK,Q7KH%ULDU3DWFK&KDUOHV:&KHVQXWWDQGWKH3UREOHPRI5DFLDO
 ,GHQWLW\´6RXWKHUQ/LWHUDU\-RXUQDOQR0/$,QWHUQDWLRQDO
 %LEOLRJUDSK\:HE
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<DUERURXJK5LFKDUG³9LROHQFH0DQKRRGDQG%ODFN+HURLVP7KH:LOPLQJWRQ5LRWLQ7ZR7XUQ
 RIWKH&HQWXU\$IULFDQ$PHULFDQ1RYHOV´7KH0DUURZRI7UDGLWLRQHGLWHGE\:HUQHU
 6ROORUV1HZ<RUN1RUWRQ
$ERXWWKH$XWKRU
-RVKXD6DER&ODVVRILVPDMRULQJLQKLVWRU\DQGWKH3KLORVRSK\3ROLWLFVDQGWKH3XEOLF+RQ
RUV3URJUDP-RVKVHUYHGRQWKHVWXGHQWHGLWRULDOERDUGRIWKH;DYLHU-RXUQDORI8QGHUJUDGXDWH5H
VHDUFKDQGKLVSULPDU\UHVHDUFKLQWHUHVWVDUHODWHQLQHWHHQWKDQGHDUO\WZHQWLHWKFHQWXU\$PHULFDQ
LQWHOOHFWXDODQGFXOWXUDOKLVWRU\DQGOLWHUDWXUH$IWHUJUDGXDWLRQKHKRSHVWRSXUVXHJUDGXDWHZRUN
LQ$PHULFDQKLVWRU\³([SORULQJWKH'LYLGHVRI%ODFN3ROLWLFDO'LVFRXUVH&KDUOHV&KHVQXWW¶V7KH
0DUURZRI7UDGLWLRQ´ZDVVSRQVRUHGE\'U-RKQ*HW]3URIHVVRURI(QJOLVKDQG'U0DFN0DULDQL
$VVRFLDWH3URIHVVRURI3ROLWLFDO6FLHQFH
)URP5LYHU7RZQWR4XHHQ&LW\
)UDQFHV7UROORSHDQG&LQFLQQDWL·V
8UEDQ7UDQVIRUPDWLRQ
+PTIVB4BCP
,QWURGXFWLRQDQG0HWKRGV
 'XULQJWKHHDUO\QLQHWHHQWKFHQWXU\VHYHUDO(XURSHDQWUDYHOHUVYLVLWHGWKH
8QLWHG6WDWHV+LVWRULDQVKDYHXVHGWKHMRXUQDOVGLDULHVDQGQDUUDWLYHVWKHVHWUDY
HOHUVOHIWEHKLQGDVSULPDU\VRXUFHVWKDWLOOXPLQDWHHDUO\$PHULFDQFLWLHVDQGWKH
GHYHORSPHQWRIDXQLTXHO\$PHULFDQFKDUDFWHUIDPRXVO\GLVFXVVHGE\$OH[LVGH
7RFTXHYLOOH:KLOH WKHVHSULPDU\ZRUNVDUHRIWHQUHIHUHQFHG LQKLVWRULFDOVFKRO
DUVKLS WKHLPSDFWRIWKHVHZRUNVWKHPVHOYHVRQ$PHULFDQFLWLHVKDVUDUHO\EHHQ
H[SORUHG7KHFDVHRIXSSHUFODVV(QJOLVKZRPDQ)UDQFHV7UROORSHZKRFDPH WR
$PHULFDLQVHDUFKRIHFRQRPLFRSSRUWXQLW\DQGKHUWLPHLQ&LQFLQQDWLSUHVHQWVDQ
LQWHUHVWLQJH[DPSOHRIKRZWKHVH(XURSHDQWUDYHOHUV·ZULWLQJVKDGVWURQJLQÁXHQFH
RQWKHGHYHORSPHQWRI$PHULFDQFLWLHV
 7KLVSDSHUZLOOH[SORUHWKHZD\(XURSHDQWUDYHOHUVZURWHDERXW&LQFLQQDWL
LQWKHHDUO\QLQHWHHQWKFHQWXU\SDUWLFXODUO\)UDQFHV7UROORSH·V'RPHVWLF0DQQHUV
RIWKH$PHULFDQV7KHVLPLODULW\EHWZHHQWKLVZRUNDQGWKRVHRIRWKHU(XURSHDQ
;-859ROXPH-XO\


4BCP'SPN3JWFS5PXOUP2VFFO$JUZ
WUDYHOHUV· FRPPHQWDULHV LOOXVWUDWHV WKH YDOLGLW\ RI7UROORSH·V REVHUYDWLRQV ,QWHU
HVWLQJO\VRPHWLPHDURXQGWKHVH(XURSHDQV·REVHUYDWLRQVFKDQJHGGUDPDWL
FDOO\$URXQG WKH WLPHRI7UROORSH·VYLVLW(XURSHDQREVHUYHUV LGHQWLÀHG&LQFLQ
QDWLDVVLPLODUWRLWVGRZQULYHUDQDORJXHVPDLQO\1HZ2UOHDQV+RZHYHU&KDUOHV
'LFNHQV·YLVLWUHFRUGHGLQKLV$PHULFDQ1RWHVGHVFULEHVD&LQFLQQDWLPXFK
FKDQJHGVLQFH7UROORSH·VWLPHLQWKHFLW\7KLVGUDPDWLFVKLIWUDLVHV
WKHTXHVWLRQRIKRZSHUFHSWLRQVPD\KDYHFKDQJHGUHJDUGLQJ&LQFLQQDWL2UPRUH
VLPSO\ZKDWFDXVHG&LQFLQQDWLWRFKDQJH"7RDQVZHUWKLVTXHVWLRQRQHPXVWFRQ
VLGHUWKHYDULHW\RIIDFWRUVWKDWLQÁXHQFHG&LQFLQQDWL·VFXOWXUDOWUDQVIRUPDWLRQDQG
LQVWLWXWLRQDOJURZWKLQWKHSHULRGIROORZLQJ7UROORSH·VEULHIUHVLGHQFHLQ&LQFLQQDWL
([SORULQJWKHVHIDFWRUVZKLFKLQFOXGH&LQFLQQDWL·VXQLTXHFXOWXUDOJHRJUDSK\DQG
WKHGHYHORSPHQWRILQIUDVWUXFWXUHWKDWFRQQHFWHG&LQFLQQDWLPRUHUHDGLO\HDVWZDUG
UHYHDOVWKDWDFRPELQDWLRQRIWKHVHIDFWRUVDOORZHG)UDQFHV7UROORSH·VZRUNWRLQ
ÁXHQFH&LQFLQQDWL·VGHYHORSPHQWLQWKHHDUO\WRPLGQLQHWHHQWKFHQWXU\7KLVLQÁX
HQFHSOD\HGDUROHLQWUDQVIRUPLQJ&LQFLQQDWLIURPDIURQWLHUULYHUWRZQWRWKHSODFH
NQRZQDVWKH4XHHQ&LW\RIWKH:HVW
 :KLOHQXPHURXV(XURSHDQWUDYHOHUVLGHQWLÀHG&LQFLQQDWLZLWK1HZ2UOHDQV
DQGRWKHUIURQWLHU$PHULFDQFLWLHV&LQFLQQDWLDQVYLHZHGWKHPVHOYHVPRUHLQOLQH
ZLWKHDVWHUQDQGQRUWKHUQ$PHULFDQFLWLHV1RWRQO\ZDV&LQFLQQDWLJHRJUDSKLFDOO\
FORVHUWRHDVWHUQ$PHULFDQFLWLHVEXWWKHVHFLWLHVDOVRLQVSLUHG&LQFLQQDWL·VGHVLJQ
8UEDQSODQQHUDQGVXUYH\RU,VUDHO/XGORZSDWWHUQHG&LQFLQQDWL·VVWUHHWOD\RXWDIWHU
WKDWRI3KLODGHOSKLD&LQFLQQDWL·VOHJDOFRGHZDVDOVRGHULYHGIURPWKDWRIHDVWHUQ
FLWLHV:KHQDVNHGGXULQJDQLQWHUYLHZZLWK$OH[LVGH7RFTXHYLOOHD0U:DONHU
DODZ\HUDQGUHVLGHQWRI&LQFLQQDWLEHOLHYHGWKDWWKH´ORFDOJRYHUQPHQWV\VWHPRI
3HQQV\OYDQLDµRIIHUHGWKHEHVWFRPSDULVRQIRU&LQFLQQDWL·VODZV(YHQIXUWKHUIX
WXUH6XSUHPH&RXUW&KLHI-XVWLFH6DOPRQ3&KDVHZKHQDVNHGWKHVDPHTXHVWLRQ
DJUHHG WKDW&LQFLQQDWL·V ´V\VWHP LVPRUH OLNH WKDWRI3HQQV\OYDQLDµ +RZHYHU
ZKLOH&LQFLQQDWLWRRNLWVOHJDODQGFLYLOFXHVIURPWKHHDVWLWWRRNLWVFXOWXUDORQHV
IURPWKHVRXWK3RSXODUKLVWRU\ZRXOGVHHPLQJO\VXJJHVWWKDW&LQFLQQDWLDQG1HZ
2UOHDQVZHUH YHU\ GLIIHUHQW LQ WKHLU GHYHORSPHQWV:KLOH&LQFLQQDWLZDV KRPH
WRDJURZLQJSRSXODWLRQRIIUHHEODFNVGXULQJ WKHHDUO\QLQHWHHQWKFHQWXU\1HZ
2UOHDQV·HFRQRP\ZDVLQWHQVHO\UHOLDQWRQVODYHODERU,WVHHPVXQOLNHO\WKDWWKH
LQFUHDVLQJO\LQGXVWULDO´3RUNRSROLVµFRXOGVKDUHPDQ\VLPLODULWLHVZLWKWKHUHODWLYH
YRLGRILQGXVWU\WKDWZDVQLQHWHHQWKFHQWXU\1HZ2UOHDQV
$OH[LVGH7RFTXHYLOOH-RXUQH\WR$PHULFD/RQGRQ
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 %XW WUDYHO MRXUQDOV RI WKLV SHULRG WHOO D GLIIHUHQW VWRU\ 7KHZULWLQJV RI
$OH[LVGH7RFTXHYLOOH)UDQFHV7UROORSHDQG+DUULHW0DUWLQHDXDQ(QJOLVKVRFL
RORJLVWZKRDOVRFRPPHQWHGRQ$PHULFDQPDQQHUVVXJJHVWWKDW&LQFLQQDWLDQG
1HZ2UOHDQVZHUHLQFUHGLEO\VLPLODUDWOHDVWLQWKHH\HVRIWKHVH(XURSHDQWUDY
HOHUV:LWKDOOWKUHHRIWKHVHREVHUYHUVYLVLWLQJERWKFLWLHVGXULQJWKHVDQG
V WKHLUZULWLQJV LOOXPLQDWH WKHQLQHWHHQWKFHQWXU\FRQQHFWLRQRI&LQFLQQDWL
DQG1HZ2UOHDQV(YHQIXUWKHU&LQFLQQDWLDQ'DQLHO'UDNHZKRZDVLQWHUYLHZHG
E\+DUULHW0DUWLQHDXGXULQJWKHHDUO\VDSSHDUHGDZDUHRIWKLVGRZQLYHUFRQ
QHFWLRQVSHDNLQJRID´SHUSHWXDOXQLRQEHWZHHQ:HVWDQG6RXWKµWKDWZDV´FRQ
QHFWHGE\QDWXUHLQWKHJUHDWYDOOH\µRIWKH0LVVLVVLSSLDQG2KLR5LYHUV)XUWKHU
'UDNHEHOLHYHGWKDWWKH´UHODWLRQVEHWZHHQWKHXSSHUDQGORZHU0LVVLVVLSSL6WDWHV
HVWDEOLVKHGE\ WKH FROOHFWLYHZDWHUV RI WKHZKROHYDOOH\PXVW IRUHYHU FRQWLQXH
XQFKDQJHGµ'UDNH·VUHPDUNDEOHFRJQL]DQFHRIWKLVFRQQHFWLRQVXJJHWVWKDWWUDY
HOHUVZKRYLVLWHGIURQWLHU$PHULFDGXULQJWKHHDUO\QLQHWHHQWKFHQWXU\PD\DOVR
KDYHUHFRJQL]HGWKLVFRQQHFWLRQWKRXJKWKH\PD\QRWKDYHH[SOLFLWO\LGHQWLÀHGLW
 7KHVHWUDYHOHUV·FKDUDFWHUL]DWLRQVVXJJHVWDQGRIWHQSUHVXSSRVH&LQFLQQDWL
DQG1HZ2UOHDQV·VLPLODULW\GXULQJWKHHDUO\QLQHWHHQWKFHQWXU\(YHQIXUWKHUWKH\
VXJJHVWWKHVHFLWLHV·XQLTXHQHVVFRPSDUHGZLWKRWKHU$PHULFDQFLWLHVGXULQJWKLV
EULHISHULRGRIIURQWLHUKLVWRU\:KLOHVRPHDVSHFWVRIWKHVHWUDYHOHUV·REVHUYDWLRQV
DUHFRQWUDGLFWRU\DIHZFHQWUDOWKHPHVEHFRPHDSSDUHQWZLWKGLOLJHQWVWXG\7KHVH
REVHUYDWLRQVZKLOHRIWHQ UHVXOWLQJ IURP UHODWLYHO\EULHIYLVLWV UHYHDO LPSRUWDQW
SHUFHSWLRQV(XURSHDQ WUDYHOHUVKDGRIERWK&LQFLQQDWLDQG1HZ2UOHDQVGXULQJ
WKLVSHULRG$VWXG\RIUHOHYDQWWUDYHOMRXUQDOVUHYHDOVWKDWWUDYHOHUVEHOLHYHGWKDW
1HZ2UOHDQVDQG&LQFLQQDWLVKDUHGVLPLODUUDFLDOFRPSRVLWLRQVVLPLODUVWUXFWXUDO
DSSHDUDQFHDQGIDVFLQDWLQJLGHQWLWLHVDVIURQWLHUFRPPHUFLDOFHQWHUV7KHVHSHU
FHSWLRQVPD\H[SODLQZK\(XURSHDQWUDYHOHUVYLHZHG&LQFLQQDWLDVDIURQWLHUULYHU
WRZQVLPLODUWR1HZ2UOHDQV)XUWKHUDVFKRODUO\H[SORUDWLRQRIWKHVHSHUFHSWLRQV
UHYHDOVWKHLUXQGHUO\LQJVRXUFHLQWKHFXOWXUDOKLVWRU\RIWKHVHIURQWLHUWRZQV
)UDQFHV7UROORSHLQ&LQFLQQDWL+HU2EVHUYDWLRQVDQG&ULWLTXH
 )RU WUDYHOHUV OLNH )UDQFHV7UROORSH WKHZHVWHUQ$PHULFD WKH\ REVHUYHG
ZDVTXLWH VWDUWOLQJ8QOLNHRWKHU WUDYHOHUV7UROORSH·VYLVLW WR$PHULFDEHJDQ LQ
+DUULHW0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO1HZ<RUN
,ELG
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1HZ2UOHDQVEHIRUHSURFHHGLQJXSWKH0LVVLVVLSSLDQG2KLR5LYHUVWR&LQFLQQDWL
DQGKHDGLQJHDVW WRFLWLHV OLNH3KLODGHOSKLDDQG:DVKLQJWRQ'&7KXV7UROORSH
GLGQRWKDYHWKHRSSRUWXQLW\WRJURZDFFXVWRPHGWRWKHÁHGJOLQJ$PHULFDQQDWLRQ
DQGLWVGHYHORSLQJLQIUDVWUXFWXUH0RVW(XURSHDQYLVLWRUVWR$PHULFDIROORZHGWKH
URXWHVHWRXWE\$OH[LVGH7RFTXHYLOOHODQGLQJLQ1HZ<RUNDQGWKHQSURFHHGLQJ
ZHVW WR WRXU$PHULFD·VPDMRUFLWLHV7KLVURXWHDOORZHGWKHPWRVORZO\DGMXVW WR
WKHGHYHORSLQJ$PHULFDQQDWLRQDQGLWVLQFUHDVLQJO\SDVWRUDOVHWWLQJDVDWUDYHOHU
PRYHGZHVW &RQYHUVHO\7UROORSH·V XQLTXH URXWH LPPHUVHG KHU LPPHGLDWHO\ LQ
ZHVWHUQ$PHULFDSURYLGLQJKHUZLWKDGLIIHUHQWSHUVSHFWLYHRQWKHVWDWHRI&LQFLQ
QDWLLQWKHHDUO\QLQHWHHQWKFHQWXU\
 7UROORSH·VGHVFULSWLRQVRI&LQFLQQDWLDQG1HZ2UOHDQVSHUKDSVDUHVXOWRI
WKLVXQLTXHURXWHLQWRXULQJ$PHULFDDOLJQUHPDUNDEO\ZHOO,QRQHRI)UDQFHV7URO
ORSH·VÀUVWREVHUYDWLRQVRI$PHULFDVKHFRPSDUHV1HZ2UOHDQVWRD)UHQFKYLOOH
GHSURYLQFHD)UHQFKLGLRPDWLFWHUPURXJKO\HTXLYDOHQWWR´FRXQWU\WRZQµ7KLV
WHUPLVXVXDOO\XVHGSHMRUDWLYHO\WRGHVFULEHERWKDORFDWLRQDQGDSHRSOHDVWHFK
QRORJLFDOO\VRFLDOO\DQGFXOWXUDOO\EDFNZDUGV:KLOH7UROORSH·VEULHIVWD\LQ1HZ
2UOHDQVGLGQRWSURYLGHKHUWKHRSSRUWXQLW\WRH[SDQGRQWKLVDQDO\VLVKHUXVHRI
WKLVSHMRUDWLYHWHUPVXJJHVWVDJUHDWGHDODERXWKHUH[SHULHQFHLQDQGRSLQLRQRIWKH
FLW\
 7UROORSH·VZULWLQJVDERXWKHUWLPHLQ&LQFLQQDWLVXSSRUW WKHLGHDWKDWVKH
YLHZHG&LQFLQQDWLDVDYLOOHGHSURYLQFHLQOLQHZLWK1HZ2UOHDQV6KHZULWHVWKDW
´ZHVSHHGLO\IRXQGWKDW>&LQFLQQDWL@ZDVGHYRLGRIQHDUO\DOOWKHDFFRPPRGDWLRQ
WKDW(XURSHDQVFRQFHLYHQHFHVVDU\WRGHFHQF\DQGFRPIRUWµ7UROORSHDGGVWKDW
LQ&LQFLQQDWLVKH´ZDVLQQRGHJUHHDZDUHRIWKHPDQ\SOHDVXUDEOHVHQVDWLRQVGH
ULYHGIURPWKHOLWWOHHOHJDQFLHVDQGUHÀQHPHQWVHQMR\HGE\WKHPLGGOHFODVVHVLQ
(XURSHµ7UROORSHLGHQWLÀHGQXPHURXV(XURSHDQDPHQLWLHVDVPLVVLQJLQ&LQFLQ
QDWLLQFOXLGQJ´1RSXPSQRFLVWHUQQRGUDLQRIDQ\NLQGQRGXVWPDQ·VFDUWRU
DQ\RWKHUYLVLEOHPHDQVRIJHWWLQJULGRIWKHUXEELVKµ$VDUHVXOWRIWKLVODFNRI
SXEOLFVDQLWDWLRQLQ7UROORSH·VYLHZ´ZHKHDUGRIPXFKVLFNQHVVDURXQGXVµDQG
VKHGHVFULEHV&LQFLQQDWLDV´IDUIURPKHDOWK\µ  +DUULHW0DUWLQHDX LQDGGLWLRQ
GLVFXVVHVKHUVKRFNDWWKHUDPSDQWGLVHDVHWKDWFKDUDFWHUL]HG&LQFLQQDWLDQGZHVW
)UDQFHV7UROORSH'RPHVWLF0DQQHUVRIWKH$PHULFDQV*XWHQEHUJ3URMHFW
,ELG
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,ELG

9+63+VMZ
HUQ$PHULFDDWWKLVWLPH7KLVGHVFULSWLRQRIWKHSXEOLFKHDOWKVLWXDWLRQLQ&LQFLQ
QDWLUHSUHVHQWVRQO\WKHVXUIDFHRI7UROORSH·VREVHUYDWLRQVFRPSDULQJ&LQFLQQDWLWR
DYLOOHGHSURYLQFH
 ,Q7UROORSH·VPRVW LPPHGLDWH FRPPHQWV DERXW&LQFLQQDWL VKH GHVFULEHV
WKHFLW\DV´IUHVKULVHQIURPWKHERVRPRIWKHZLOGHUQHVVµ 6LPLODUO\7UROORSH
FRPPHQWVRQKHUH[SHULHQFHZDONLQJLQ1HZ2UOHDQVLQ´WKHHWHUQDOIRUHVWVRIWKH
ZHVWHUQZRUOGµ7KXVLWPD\KDYHVXUSULVHG7UROORSHWRHQFRXQWHUVXFKEXVWOLQJ
HFRQRPLFDFWLYLW\,QRQHRIKHUHDUOLHVWREVHUYDWLRQVRI&LQFLQQDWL7UROORSHZULWHV
´,KDYHVHHQÀIWHHQVWHDPERDWVO\LQJ>DW&LQFLQQDWL·VGRFNV@DWRQFHDQGVWLOOKDOI
WKHZKDUIZDVXQRFFXSLHGµ,WVHHPVDOPRVWSDUDGR[LFDOWKDWWKHVHLPSRUWDQWFHQ
WHUVRIFRPPHUFHZHUHVRLVRODWHGRQWKHIURQWLHUEXWWKLVXQFRPPRQFRPELQDWLRQ
PD\H[SODLQZK\&LQFLQQDWLDQG1HZ2UOHDQVZHUHYLHZHGDVVLPLODUE\)UDQFHV
7UROORSH
 ,QDGGLWLRQ7UROORSHGHVFULEHVWKHODFNRILQVWLWXWLRQVVKHHQFRXQWHUVLQ&LQ
FLQQDWL,QDFKDSWHUVXEWLWOHG´DEVHQFHRISXEOLFDQGSULYDWHDPXVHPHQWVµ7URO
ORSHZULWHVWKDWVKH´QHYHUVDZDQ\SHRSOHZKRDSSHDUHGWROLYHVRPXFKZLWKRXW
DPXVHPHQWDVWKH&LQFLQQDWLDQVµ :KLOH7UROORSHREVHUYHVVXUSULVLQJO\VWURQJ
DQGLQÁXHQWLDOUHOLJLRXVLQVWLWXWLRQVFXOWXUDODQGVRFLDO LQVWLWXWLRQVUHPDLQHGDE
VHQWLQ&LQFLQQDWL7UROORSHHODERUDWHVWKDW
     
+LVWRULDQ/RXLV/HRQDUG7XFNHUVXPPDUL]HV7UROORSH·VVHQWLPHQWZULWLQJWKDW´ E\
>7UROORSH·V@ VWDQGDUGV WKHFXOWXUDODQG LQWHOOHFWXDO WRQHRI WKHFLW\ZDVGHSUHVV
LQJO\GXOOµ'H7RFTXHYLOOHWRRFRPPHQWVDOWKRXJKQRWH[SOLFLWO\RQWKHODFNRI
OHLVXUHLQVWLWXWLRQVLQ&LQFLQQDWL´,Q2KLRHYHU\RQHKDVFRPHWRPDNHPRQH\1R
0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO
7UROORSH'RPHVWLF0DQQHUV
,ELG
,ELG
,ELG
,ELG
/RXLV/HRQDUG7XFNHU´&LQFLQQDWL$WKHQVRIWKH:HVWµ2KLR+LVWRU\QR

%LOOLDUGVDUHIRUELGGHQE\ODZVRDUHFDUGV7RVHOODSDFNRIFDUGVLQ2KLRVXE
MHFWVWKHVHOOHUWRDSHQDOW\RIÀIW\GROODUV7KH\KDYHQRSXEOLFEDOOVH[FHSWLQJ
,WKLQNVL[GXULQJWKH&KULVWPDVKROLGD\V7KH\KDYHQRFRQFHUWV7KH\KDYHQR
GLQQHUSDUWLHV7KH\KDYHDWKHDWUHZKLFKLVLQIDFWWKHRQO\SXEOLFDPXVHPHQWRI
WKLVWULVWHOLWWOHWRZQEXWWKH\VHHPWRFDUHOLWWOHDERXWLWDQGHLWKHUIURPHFRQRP\
RUGLVWDVWHLWLVYHU\SRRUO\DWWHQGHG

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RQHKDVEHHQERUQWKHUHQRRQHZDQWVWRVWD\WKHUHWKHUHLVQRWDVLQJOHDEVROXWHO\
QRWDVLQJOHPDQRIOHLVXUHQRWDVLQJOHVSHFXODWLYHPLQG(YHQUXOHVRIEHKDYLRU
VWLOOVHHPXQFHUWDLQWKHUHQRRQHKDVKDGWKHWLPHWRJDLQDSRVLWLRQDSROLWLFDORU
VRFLDOVWDQGLQJWKHUHWKHSHRSOHHVFDSHIURPDOOLQÁXHQFHVµ,QWKLVZD\GH7RF
TXHYLOOHDQG7UROORSH·VGHVFULSWLRQRI&LQFLQQDWLPDWFKHVZKDWRQHZRXOGH[SHFWD
YLOOHGHSURYLQFHDWHUP7UROORSHUHDGLO\DSSOLHVWR1HZ2UOHDQVWRHQWDLOLWVODFN
RIVDQLWDWLRQJRRGKHDOWKVXEVWDQWLDODQGHQHUJHWLFLQVWLWXWLRQVDQGWKHDPHQLWLHV
RIFLYLOVRFLHW\WKH\ZRXOGKDYHEHHQH[SHULHQFHGLQ(XURSH
 $QRWKHUDVSHFWRI WKLVFRPSDULVRQLV7UROORSH·VGHVFULSWLRQRI&LQFLQQDWL
DQG1HZ2UOHDQV·SK\VLFDOVWUXFWXUHV7UROORSHGHVFULEHV&LQFLQQDWLDVDQ´XQLQ
WHUHVWLQJPDVVRIEXLOGLQJVµDFLW\´ZLWKRXWHYHQDQDWWHPSWDWEHDXW\LQDQ\RI
LWVHGLÀFHVµ 7UROORSHZULWHVWKDW&LQFLQQDWL´LVE\QRPHDQVDFLW\RIVWULNLQJ
DSSHDUDQFHLWZDQWVGRPHVWRZHUVDQGVWHHSOHVµ6LPLODUO\GH7RFTXHYLOOHGH
VFULEHV&LQFLQQDWL DV FKDUDFWHUL]HG E\ ´ODUJH EXLOGLQJV KXWV VWUHHWV EORFNHG E\
UXEEOHKRXVHVXQGHUFRQVWUXFWLRQQRQDPHVWRWKHVWUHHWVQRQXPEHUVRQWKHKRXV
HVQRH[WHUQDOOX[XU\µ+HDOVRGHVFULEHV1HZ2UOHDQVLQWKLVYLOOHGHSURYLQFH
PRWLIZULWLQJLQKLVMRXUQDO´+XWV0XGG\XQSDYHGVWUHHWV6SDQLVKDUFKLWHFWXUH
ÁDWURRIV(QJOLVKEULFNVOLWWOHGRRUV)UHQFKPDVVLYHFDUULDJHHQWUDQFHµ(YHQ
KLVWRULDQ/HQRUD+REEVDGPLWV´<HVWKHUHZHUHVXEVWDQWLDOKRPHVLQ>&LQFLQQDWL@
EXWWKHSODFHKDGQRLQWHUHVWLQJDUFKLWHFWXUHDWDOOHYHQWKRXJKIRXUWHHQKXQGUHG
KRXVHVKDGEHHQEXLOWWKH\HDUEHIRUH>7UROORSH@DUULYHGµ7KXVWKHEDVLFLGHD
WKDWWUDYHOHUVWKRXJKWRI&LQFLQQDWLDQG1HZ2UOHDQVWRJHWKHUEHFDXVHWKH\ORRNHG
VLPLODUVWUXFWXUDOO\VHHPVSODXVLEOHLIQRWOLNHO\EDVHGRQGHVFULSWLRQVIURPERWK
SULPDU\VRXUFHVDQGWKRVHSURYLGHGE\PRGHUQKLVWRULFDOVFKRODUVKLS
 :KLOHPRVW WUDYHOHUVGLGQRWKDYH WKH OX[XU\RI OLYLQJ LQ&LQFLQQDWL OLNH
)UDQFHV7UROORSHWKH\VWLOOVSHQWVXIÀFLHQWWLPHLQ&LQFLQQDWLDQG1HZ2UOHDQVWR
SURYLGHDFFXUDWHLQVLJKWV7RDWUDYHOHUWKHPRVWDSSDUHQWVLPLODULW\EHWZHHQHDUO\
QLQHWHHQWKFHQWXU\1HZ2UOHDQVDQG&LQFLQQDWLPD\KDYHEHHQWKHLUUDFLDOPDNH
XS7R$OH[LVGH7RFTXHYLOOHWKHXQXVXDOUDFLDOFRPSRVLWLRQRI1HZ2UOHDQVZDV
TXLWHFOHDUDVKH UHFRUGV LQKLV'HPRFUDF\ LQ$PHULFD´%DOORI WKHTXDGURRQV
6WUDQJHVLJKWDOO WKHPHQZKLWHDOO WKHZRPHQFRORUHGRUDW OHDVWZLWK$IULFDQ
GH7RFTXHYLOOH'HPRFUDF\LQ$PHULFD
7UROORSH'RPHVWLF0DQQHUV
,ELG
GH7RFTXHYLOOH'HPRFUDF\LQ$PHULFD
,ELG
/HQRUD+REEV´6L]LQJXSWKH4XHHQ&LW\)UDQFHV7UROORSHDQG+DUULHW0DUWLQHDXµ7LPHOLQH
QR

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EORRGµ)XUWKHUKHDGGV´/DQJXDJH)UHQFK(QJOLVK6SDQLVK&UHROH*HQHUDO
)UHQFK3RSXODWLRQMXVWDVPL[HG)DFHVZLWKHYHU\VKDGHRIFRORUµ+DUULHW0DU
WLQHDXFRPPHQWVWKDWLQ1HZ2UOHDQV·FKXUFKHV´NQHHOLQJRQWKHSDYHPHQWPD\
EHVHHQDPXOWLWXGHRIHYHU\VKDGHRIFRPSOH[LRQIURPWKHIDLU6FRWKZRPDQRU
*HUPDQWRWKHMHWEODFNSXUH$IULFDQµ ,QDGGLWLRQKLVWRULDQ1DWKDOLH'HVVHQV
FRQÀUPVWKDW1HZ2UOHDQV´SRVVHVVHGDYHU\XQXVXDOJURXSRIIUHHSHRSOHRIFRORU
RIXQFRPPRQG\QDPLVPµ7UDYHOHUVWR&LQFLQQDWLDQG1HZ2UOHDQVZRXOGFHU
WDLQO\KDYHUHFRJQL]HGWKHVLPLODULWLHVEHWZHHQWKHUDFLDOPDNHXSVRI WKHVHWZR
FLWLHVDV´:KDWLVPRVWVWULNLQJDERXW&LQFLQQDWLLQWKHQLQHWHHQWKFHQWXU\LVWKH
QXPEHURIIRUHLJQHUVZKRVHWWOHGWKHUHµ ([HPSOLI\LQJWKLV LGHD+DUULHW0DU
WLQHDXGLVFXVVHVWKH´:HOVK,ULVK(QJOLVK*HUPDQDQG<DQNHHSDWLHQWVµWKDWKHU
IULHQG'U'UDNHWUHDWVLQKLV&LQFLQQDWLSUDFWLFH$OWKRXJK7UROORSHGRHVQRWH[
SOLFLWO\GLVFXVVWKHUDFLDOFRPSRVLWLRQRI&LQFLQQDWLLWLVQRWHZRUWK\WKDWKHUDEROL
WLRQLVWYLHZLVPRVWSURQRXQFHGLQKHU'RPHVWLF0DQQHUVRIWKH$PHULFDQVZULWWHQ
GXULQJKHUWLPHLQ&LQFLQQDWLVXJJHVWLQJWKDW7UROORSH·VDEROLWLRQLVWEHOLHIVZHUH
LUULWDWHG LQ&LQFLQQDWLZKHUH WKHFRQWUDVWEHWZHHQEODFNVODYHVDQGIUHHGEODFNV
ZRXOGKDYHEHHQUHDGLO\DSSDUHQW7KHUDFLDOFRPSRVLWLRQVRI1HZ2UOHDQVDQG
&LQFLQQDWLFKDUDFWHUL]HGE\FRQVLGHUDEOHEODFNSRSXODWLRQVLQFOXGLQJTXDGURRQV
PXODWWRV DQGKLJKQXPEHUVRI IRUHLJQ LPPLJUDQWVPDNH WKHVH FLWLHV LQFUHGLEO\
UDUHLQHDUO\QLQHWHHQWKFHQWXU\$PHULFD7KLVXQLTXHQHVVPD\KDYHZDUUDQWHGWKH
YLHZWKDW1HZ2UOHDQVDQG&LQFLQQDWLZHUHVLPLODU
 $QRWKHUVKDUHGREVHUYDWLRQRIWKHVHWUDYHOHUVZDVWKHLUEHLQJFRQVLVWHQWO\
VWUXFNE\WKH]HDOZLWKZKLFK$PHULFDQSHRSOHZHQWDERXWWKHLUEXVLQHVV7UROORSH
UHIHUULQJWR&LQFLQQDWLDQGLWVZRUNHUVFRPPHQWHGWKDW´HYHU\EHHLQWKHKLYHLV
DFWLYHO\HPSOR\HGLQVHDUFKRIWKDWKRQH\RI+\EODµ'H7RFTXHYLOOHZURWHWKDW
´&LQFLQQDWLSUHVHQWVDQRGGVSHFWDFOH$WRZQZKLFKVHHPVWRZDQWWRJHWEXLOWWRR
TXLFNO\WRKDYHWKLQJVGRQHLQRUGHUEXWDSLFWXUHRILQGXVWU\DQGZRUNWKDWVWULNHV
GH7RFTXHYLOOH'HPRFUDF\LQ$PHULFD
,ELG
0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO
1DWKDOLH'HVVHQV´/RXLV&KDUOHV5RXGDQH]D&UHROHRI&RORURI6DLQW'RPLQJXH'HVFHQW
$WODQWLF5HLQWHUSUHWDWLRQVRI1LQHWHHQWK&HQWXU\1HZ2UOHDQVµ6RXWK$WODQWLF5HYLHZQR

1LNNL7D\ORU)URQWLHUVRI)UHHGRP&LQFLQQDWL·V%ODFN&RPPXQLW\$WKHQV2KLR
8QLYHUVLW\3UHVV
0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO
7UROORSH'RPHVWLF0DQQHUVRIWKH$PHULFDQV

4BCP'SPN3JWFS5PXOUP2VFFO$JUZ
RQH DW HYHU\ VWHSµ  2I1HZ2UOHDQV VLPLODUO\$OH[LV GH7RFTXHYLOOHZULWHV
´ZHIHOWZHZHUHLQ)UDQFHQRLV\EOXVWHULQJEXVWOLQJJRVVLSLQJDQGDWKRXVDQG
OHDJXHVIURPWKH8QLWHG6WDWHVµ7KLVGHVFULSWLRQWDNHVGH7RFTXHYLOOH·VYLHZRI
&LQFLQQDWLDQG1HZ2UOHDQVLQDQHQWLUHO\QHZGLUHFWLRQ'H7RFTXHYLOOHVXJJHVWV
WKDW WKHVHZHVWHUQ FLWLHV VHHPHG UHPDUNDEO\XQOLNH WKHLU HDVWHUQ FRXQWHUSDUWV RU
HYHQRWKHUSDUWVRIWKHZRUOGHQWLUHO\+HZULWHVWKDW&LQFLQQDWLLVD´VRFLDOVWDWH
VRGLIIHUHQWWKDQRXURZQµ7KLVVHQWLPHQWLVDSSDUHQWLQQXPHURXVRWKHUWUDYHO
MRXUQDOVDVZHOO)RUH[DPSOH+DUULHW0DUWLQHDXZULWHVLQKHU5HWURVSHFWRI:HVW
HUQ7UDYHOWKDWIURQWLHU$PHULFD´ZDVYHU\QHZYHU\IRUHLJQLQLWVDVSHFWµ6LPL
ODUO\7UROORSHZULWHV´HYHU\WKLQJLQ&LQFLQQDWLKDGWKLVQHZQHVVµDERXWLW7KHVH
WUDYHOHUV·SHUFHSWLRQVRIVRPHWKLQJQHZLQWKHGHYHORSPHQWRIIURQWLHU$PHULFDQ
FLWLHV LV DQRWKHU H[DPSOHRI WKHLU VLPLODU FRPPHQWDULHV DERXW$PHULFDQ IURQWLHU
FLWLHVGXULQJWKHHDUO\QLQHWHHQWKFHQWXU\,QDGGLWLRQDOORIWKHVHWUDYHOHUVVKDUHG
DVLPLODUVXUSULVHDWWKHVWDWHRIZHVWHUQ$PHULFDGXULQJWKLVWLPHHVSHFLDOO\ZKHQ
FRPSDUHGWR(XURSHDQGWKHHDVWFRDVWRI$PHULFD,QWHUHVWLQJO\)UDQFHV7UROORSH
DSSHDUVSDUWLFXODUO\VWXQQHGE\WKHFRQGLWLRQVRIWKH$PHULFDQIURQWLHU

&RUURERUDWLQJ7UROORSHҋV&ODLPVDQG$QDO\]LQJ7KHLU,QÁXHQFH
 0RUHLPSRUWDQWO\DV:LOOLDP6HDWDUJXHVLQ´$5HEXWWDOWR0UV7UROORSH
+DUULHW0DUWLQHDXLQ&LQFLQQDWLµRWKHUWUDYHOHUV·ZRUNVIDLOWRRYHUWXUQPDQ\RIWKH
FHQWUDOREVHUYDWLRQVRI7UROORSH·VZULWLQJHVSHFLDOO\WKRVHWKDWGRQRWUHODWHGLUHFW
O\WRWKHWRSLFRI$PHULFDQPDQQHUV+RZHYHULWDSSHDUVWKDW7UROORSHZURWHZLWK
DVKDUSHUWRQJXHDQGPRUHQHJDWLYHWRQHDV/HQRUD+REEVDUJXHVLQKHU´6L]LQJ
XSWKH4XHHQ&LW\)UDQFHV7UROORSHDQG+DUULHW0DUWLQHDXµ3HUKDSV7UROORSH·V
QHJDWLYHWRQHLVH[SODLQDEOHKRZHYHU6KHYLVLWHGDFRXQWU\WKDWZDVDSSUR[LPDWHO\
ÀIW\\HDUVUHPRYHGIURPKHUQDWLYH(QJODQGEXWIRXQG(QJOLVKLQÁXHQFHLQVKRFN
LQJO\VFDUHVXSSO\2EYLRXVO\6SDQLVK)UHQFKDQG&UHROHLQÁXHQFHVWLOOSOD\HGD
VLJQLÀFDQWUROHLQ1HZ2UOHDQLDQFXOWXUH8SULYHUWKHIRUPHU)UHQFKWHUULWRU\RI
GH7RFTXHYLOOH'HPRFUDF\LQ$PHULFD
,ELG
,ELG
0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO
7UROORSH'RPHVWLF0DQQHUV
:LOOLDP56HDW´$5HEXWWDOWR0UV7UROORSH+DUULHW0DUWLQHDXLQ&LQFLQQDWLµ2KLR+LVWRULFDO
4XDUWHUO\QR
+REEV´6L]LQJXSWKH4XHHQ&LW\µ

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2KLRZDVPDUNHGE\DVLPLODUODFNRI(QJOLVKLQÁXHQFH:KLOH(QJOLVKLQÁXHQFH
FRXOGEHIRXQGLWFHUWDLQO\ZDVQRWDVDSSDUHQWDVLWZDVLQHDVWHUQ$PHULFDQFLWLHV
2WKHUWUDYHOHUVWRRZHUHOLNHO\VXUSULVHGE\WKHODFNRI(QJOLVKLQÁXHQFHLQZHVW
HUQ$PHULFDKDYLQJREVHUYHGFRQVLGHUDEOH(QJOLVKLQÁXHQFHLQWKHODUJHFLWLHVRQ
$PHULFD·VHDVWFRDVW1RWRQO\GLGWKHVHFLWLHVQRWORRN(QJOLVKLQWKHLUDUFKLWHFWXUH
EXWWKHLUSRSXODFHGLGQRWORRN(QJOLVKHLWKHU:KLOH)UDQFHV7UROORSH·VZULWLQJV
VHHPSDUWLFXODUO\LQFHQGLDU\KHU'RPHVWLF0DQQHUVRIWKH$PHULFDQVPRVWO\FRP
PXQLFDWHVFRPPRQDFFXUDWHREVHUYDWLRQVRIHDUO\QLQHWHHQWKFHQWXU\&LQFLQQDWL
WKRXJKWKHVHREVHUYDWLRQVZHUHSUREDEO\DIIHFWHGE\KHUSHUVRQDOVXUSULVHDWWKH
VWDWHRIZHVWHUQ$PHULFDDVZHOODVDYDULHW\RIRWKHUIDFWRUVGLVFXVVHGODWHULQWKLV
SDSHU&HUWDLQO\7UROORSH·VVWUDQJHXSULYHUURXWHPXVWEHWDNHQLQWRDFFRXQWZKHQ
FRQVLGHULQJKHULQLWLDOFRPPHQWVDERXWWKHVWDWHRI&LQFLQQDWL
 7KLV 1HZ 2UOHDQLDQ SHULRG RI &LQFLQQDWL·V KLVWRU\ ZDV UHODWLYHO\ VKRUW
OLYHGKRZHYHU ODVWLQJIURPDSSUR[LPDWHO\ZKHQVWHDPERDWXVH LQFUHDVHG
FRQVLGHUDEO\WRDURXQGZKHQWKHFRPSOHWLRQRIWKH2KLRDQG(ULH&DQDODQG
WKHJURZWKRIUDLOURDGVHQGHG&LQFLQQDWL·VUHODWLYHLVRODWLRQIURPWKHHDVWHUQ8QLWHG
6WDWHV'DYLG6WUDGOLQJDUJXHV WKDW´E\ WKHFLW\·VJURZWKZDVDVWRQLVKLQJ
UHSUHVHQWLQJWKHGUDPDWLFULVHRIWKH:HVWDQGSURPLVLQJDUHPDNLQJRIWKHQDWLRQ
DVDZKROHµDQDWLRQQRZPRUHFRQQHFWHGWRLWVZHVWHUQIURQWLHU7KLVFRQQHFWLRQ
OLIWHG&LQFLQQDWLRXWRILWV1HZ2UOHDQLDQLQIDQF\VKLIWLQJLWVGHYHORSPHQWEDFN
LQOLQHZLWKWKHJLDQWVRIWKH$PHULFDQHDVWFRDVW'XULQJWKLVWLPH'DQLHO$DURQ
SRLQWVRXW´&XOWXUHEHFDPHDQH[SORLWDEOHFRPPRGLW\DQG&LQFLQQDWL·VFXOWXUDO
LQYHVWPHQWVVRRQSDLGJROGHQGLYLGHQGV+HUQXPHURXVSULYDWHDQGSXEOLFOLEUDU
LHVDQGUHDGLQJURRPVKHUYDULRXVOLWHUDU\DQGVFLHQWLÀFLQVWLWXWLRQVµFRPELQHGWR
PDNH&LQFLQQDWLDFXOWXUDOJLDQWLQLWVUHJLRQ:KLOH7UROORSHDQGGH7RFTXHYLOOH
EODPHGWKHSXUHO\ÀQDQFLDOPRWLYDWLRQVRI&LQFLQQDWLDQVIRU WKHZHDNQHVVRI LWV
LQVWLWXWLRQVVFKRODUVVXJJHVWDIDUGLIIHUHQWH[SODQDWLRQ1LNNL7D\ORUIRUH[DPSOH
DUJXHV´&LQFLQQDWL·VGLVWLQFWJHRJUDSKLFDOORFDWLRQDQGVRFLRSROLWLFDODQGUDFLDO
HFRQRPLFFRQGLWLRQVFUHDWHGDQXUEDQFXOWXUHWKDWSURIRXQGO\DIIHFWHGWKHSURFHVV
RIFRPPXQLW\EXLOGLQJµ:KLOH7D\ORUPHDQVWKLVVWDWHPHQWWRVSHFLÀFDOO\UHIHU
WR WKH$IULFDQ$PHULFDQFRPPXQLW\ LQ&LQFLQQDWL LWKROGV WUXHRI&LQFLQQDWL LQ
LWVHQWLUHW\7KHUDFLDOGLYHUVLW\RI&LQFLQQDWLSUHVHQWHGDFRQVLGHUDEOHREVWDFOHWR
LQVWLWXWLRQEXLOGLQJ
'DYLG6WUDGOLQJ&LQFLQQDWL)URP5LYHU&LW\WR+LJKZD\$UFDGLD3XEOLVKLQJ
'DQLHO$DURQ&LQFLQQDWL4XHHQ&LW\RIWKH:HVW&ROXPEXV2KLR6WDWH8QLYHUVLW\
3UHVV
7D\ORU)URQWLHUVRI)UHHGRP

4BCP'SPN3JWFS5PXOUP2VFFO$JUZ
 +RZHYHUHDVWHUQLQÁXHQFHVORZO\HURGHGWKHEDUULHUVWKDWLPSHGHG&LQFLQ
QDWL·VFXOWXUDOJURZWKDOORZLQJ&LQFLQQDWL·VLQVWLWXWLRQVWRÁRXULVK7KHH[LVWHQFH
RIWKHVHQHZPRUHSRZHUIXOLQVWLWXWLRQVDQGWKHLPSDFWRIWKHVWURQJHUFRQQHFWLRQ
ZLWKHDVWHUQ$PHULFDQFLWLHVFDQEHREVHUYHG LQ WKHSULPDU\DFFRXQWRI&KDUOHV
'LFNHQVZKR YLVLWHG&LQFLQQDWL LQ 'LFNHQVZULWHV RI&LQFLQQDWL·V ´FOHDQ
KRXVHVRIUHGDQGZKLWHLWVZHOOSDYHGURDGVDQGIRRWZD\VRIEULJKWWLOHµDOVR
UHIHUULQJWRWKHVHKRPHVDV´SUHWW\YLOODVµ)XUWKHU'LFNHQVZULWHVWKDW&LQFLQ
QDWL GRHV QRW ´EHFRPH OHVV SUHSRVVHVVLQJ RQ D FORVHU DFTXDLQWDQFH7KH VWUHHWV
DUHEURDGDQGDLU\ WKHVKRSVH[WUHPHO\JRRG WKHSULYDWH UHVLGHQFHV UHPDUNDEOH
IRUWKHLUHOHJDQFHDQGQHDWQHVV7KHUHLVVRPHWKLQJRILQYHQWLRQDQGIDQF\LQWKH
YDU\LQJVW\OHVRIWKHVHODWWHUHUHFWLRQVµ'LFNHQVDOVRREVHUYHVWKDW´WKHVRFLHW\
ZLWKZKLFK,PLQJOHGZDV LQWHOOLJHQWFRXUWHRXVDQGDJUHHDEOH7KH LQKDELWDQWV
RI&LQFLQQDWLDUHSURXGRIWKHLUFLW\DVRQHRIWKHPRVWLQWHUHVWLQJLQ$PHULFDDQG
ZLWKJRRGUHDVRQIRUEHDXWLIXODQGWKULYLQJDVLWLVQRZDQGFRQWDLQLQJDVLWGRHV
DSRSXODWLRQRIÀIW\WKRXVDQGVRXOVµ'LFNHQVGHVFULEHVDQLQWHOOHFWXDODQGLQVWL
WXWLRQDO&LQFLQQDWLWKDWVHHPVLQVWDUNFRQWUDVWWRWKHFLW\SRVVHVVLQJ´QRWDVLQJOH
VSHFXODWLYHPLQGµWKDW)UDQFHV7UROORSHZURWHDERXWMXVWRYHUDGHFDGHEHIRUH
,QDGGLWLRQKHGHVFULEHVQXPHURXVYLVXDOO\VDWLVI\LQJVWUXFWXUHVWKDWVHHPHGPLVV
LQJIURP7UROORSH·V&LQFLQQDWL7KXVDURXQGWKHWLPHRI'LFNHQV·YLVLWWKLVEULHI
SHULRGRI1HZ2UOHDQLDQXUEDQLW\LQ&LQFLQQDWLVHHPVWRKDYHFRPHWRDFRQFOX
VLRQEXWPDQ\TXHVWLRQVDERXWWKLVSHULRGRI&LQFLQQDWL·VKLVWRU\SHUVLVW
 :KLOHLWVHHPVWKDWUDLOURDGVDQGFDQDOVHQGHGWKLVEULHIHUDRI&LQFLQQDWL
1HZ2UOHDQVH[FOXVLYLW\WKLVH[SODQDWLRQPD\QRWWHOOWKHHQWLUHVWRU\&LQFLQQDWL
ZDVVRVWURQJO\LGHQWLÀHGZLWK1HZ2UOHDQVLQWKHVHSULPDU\VRXUFHVWKDWLWZRXOG
UHTXLUHPRUHWKDQUHDGLO\DYDLODEOHHDVWHUQWUDQVSRUWDWLRQWRZHDNHQWKH1HZ2U
OHDQLDQÁDYRURI&LQFLQQDWL'HVSLWHLWVHDVWHUQGHVLUHV&LQFLQQDWLKDGUHPDLQHG
VLPLODUWR1HZ2UOHDQVIRUGHFDGHVLQWKHHDUO\QLQHWHHQWKFHQWXU\<HWLQWKHSHULRG
RIOHVVWKDQÀYH\HDUVEHWZHHQWKHYLVLWVRI+DUULHW0DUWLQHDXZKRVHREVHUYDWLRQV
DUHODUJHO\FRPSDUDEOHWR7UROORSHDQGGH7RFTXHYLOOH·VDQDO\VHVDQG&KDUOHV
'LFNHQV·VLQ&LQFLQQDWLDSSHDUVUHPDUNDEO\FKDQJHG
 (YHQWKRXJKDVWXG\RIWUDYHOMRXUQDOVRIHDUO\QLQHWHHQWKFHQWXU\YLVLWRUV
UHYHDOVWKDW)UDQFHV7UROORSH·VDQDO\VLVZDVQRWLQDFFXUDWHKHUZRUNZDVGHYDVWDW
LQJO\UHFHLYHGLQ&LQFLQQDWL$FLW\WKDWVWULYHGWREHQRUWKHUQDQGHDVWHUQIDFHGWKH
&KDUOHV'LFNHQV$PHULFDQ1RWHVIRU*HQHUDO&LUFXODWLRQ/RQGRQ&KDSPDQ	+DOO

,ELG
,ELG
7UROORSH'RPHVWLF0DQQHUV
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VWDUWOLQJUHDOLW\WKDWPDQ\RILWVREVHUYHUVLGHQWLÀHGLWDVVRXWKHUQDQGZHVWHUQ+LV
WRULDQ/HQRUD+REEVH[SODLQVWKHLPSDFWRI7UROORSH·VRSLQLRQLQKHUDUWLFOH´ 6L]LQJ
XSWKH4XHHQ&LW\µZULWLQJWKDW7UROORSH·V´FDXVWLFREVHUYDWLRQVRIWKHLUFXVWRPV
KDELWVODQJXDJHGUHVVDWWLWXGHVDQGEHOLHIVGHDOW&LQFLQQDWLDQVVXFKDEORZWKDW
WKHLUDQJHUVLPPHUHGIRUGHFDGHV:ULWLQJLQ$OYLQ)D\+DUORZPDLQWDLQHG
LQ7KH6HUHQH&LQFLQQDWLDQVWKDWLWEXUQHGWRWKDWGD\µ(YHQPRUHGHVFULSWLYHRI
&LQFLQQDWL·VIDOORXW/RXLV/HRQDUG7XFNHUZULWHV
  
7KLVTXRWDWLRQLOOXVWUDWHVMXVWKRZFDODPLWRXV7UROORSH·VZULWLQJDSSHDUHGWREHIRU
QLQHWHHQWKFHQWXU\&LQFLQQDWLDQV
 0DQ\&LQFLQQDWLDQVYLHZHG7UROORSHDVXQQHFHVVDULO\FULWLFDODQGSHUKDSV
ULJKWIXOO\VRDVVRPHDUJXH´0UV7UROORSH·VSLFWXUHRI&LQFLQQDWLZDVRYHUGUDZQ
WRWKHSRLQWRIFDULFDWXUHµ,QDGGLWLRQ7UROORSH·V´FRPSDULVRQRI&LQFLQQDWLD
FRPPXQLW\WKLUW\\HDUVRXWRILWVSLRQHHUIURQWLHUGD\VWRKHUFHQWXULHVROG(QJODQG
ZLWKORQJHVWDEOLVKHGFXVWRPVµLVFHUWDLQO\XQIDLU(YHQIXUWKHU7UROORSHIDLOVWR
H[SOLFLWO\PHQWLRQWKH´IDFWWKDW&LQFLQQDWLZDVWRRFORVHWRLWVSULPLWLYHRULJLQVµWR
SRVVHVVPDQ\RIWKHDPHQLWLHVVKHGHPDQGHG7KXVLWVHHPVDVQRVXUSULVHWKDWLQ
WKHZDNHRIKHUZRUNDQGWKHQHJDWLYHSXEOLFLW\LWEURXJKWWR&LQFLQQDWLWKHSHRSOH
RI&LQFLQQDWLYLOLÀHG´)DQQ\µ7UROORSH$VDUHVXOWKRZHYHUWKHLQÁXHQFHRIKHU
'RPHVWLF0DQQHUVRI WKH$PHULFDQV RQ&LQFLQQDWL·VGHYHORSPHQWDSSHDUV WREH
TXLWHVXEVWDQWLDO&LQFLQQDWLUHVLGHQWDQGZULWHU&KDUOHV&LVWDUJXHVWKDWWKHVHWUDYHO
MRXUQDOVZHUH´ZULWWHQE\VWUDQJHUVZKRVHOLPLWHGWLPHDQGVWLOOPRUHOLPLWHGRS
+REEV´6L]LQJXSWKH4XHHQ&LW\µ
7XFNHU´&LQFLQQDWL$WKHQVµ
,ELG
5RJHU-1HZVWHGW´0UV)UDQFHV7UROORSHLQ&LQFLQQDWL7KH,QIHUQDO5HJLRQV·DQGWKH%L]DUUH
%D]DDUµ4XHHQ&LW\+HULWDJHQR
/LQGD'HDWULFN´&LQFLQQDWLLQWKH7LPHRI0UV7UROORSH·V%D]DDUµ1LQHWHHQWK&HQWXU\QR

'RPHVWLF0DQQHUVIHOOXSRQWKHZRUOGRIOHWWHUVZLWKWKHLPSDFWRIDQ+ERPE,W
QRWRQO\REOLWHUDWHGWKHPRGHVWUHSXWDWLRQ&LQFLQQDWLZDVGHYHORSLQJLQWKHHDUO\
VDVDFXOWXUDODQGLQWHOOHFWXDOFHQWHURIWKH:HVWEXWLWDOVRODLGDFORXGRI
UDGLRDFWLYHIDOORXWRYHUWKHFLW\LQWKHIRUPRIWKH´3RUNRSROLVµSURMHFWLRQ)RU
WKHQH[WVL[W\\HDUVWKRVHIHZUHVHDUFKHUVZKRZHUHHQJDJHGLQDQH[DPLQDWLRQ
RI$PHULFDQ FXOWXUDO DQG LQWHOOHFWXDO KLVWRU\ VWXGLRXVO\ DYRLGHG WKH VRXWKZHVW
2KLRFLW\

4BCP'SPN3JWFS5PXOUP2VFFO$JUZ
SRUWXQLWLHVSUHFOXGHGWKHPIURPVHHLQJDQ\WKLQJEXWZKDWOD\RQWKHVXUIDFHµ
7KLVTXRWDWLRQ VFKRODUVKDYHVSHFXODWHG LV OLNHO\DGLUHFW UHVSRQVH WR7UROORSH
&LVW·VZRUNGLUHFWO\DGGUHVVHVPDQ\RIWKHDPHQLWLHVWKDW7UROORSHYLHZHG&LQFLQ
QDWLDVODFNLQJ)RUH[DPSOHKHOLVWVWKHORFDWLRQRIHYHU\SXPSDQGHYHU\FLVWHUQ
WKURXJKRXWWKHFLW\WZRDPHQLWLHVWKDW7UROORSHGLGQRWREVHUYHDVUHDGLO\DFFHV
VLEOHLQ&LQFLQQDWL7KLVIDFWVHHPVXQOLNHO\WREHFRLQFLGHQWDODQGWKXVLOOXVWUDWHV
MXVWKRZLQVXOWLQJ7UROORSH·VFRPPHQWVZHUHWR&LQFLQQDWL·VSRSXODWLRQ
 'DQLHO$DURQVXJJHVWVWKDWLQWKHWLPHEHIRUH)UDQFHV7UROORSH&LQFLQQDWL·V
´EXVLQHVVPHQZHUHFRQWHQW WR OLYH LQ WKH7\UHRI WKH:HVWDQGPDGHQR VWUHQX
RXVHIIRUWVWRFKDQJHWKHLUFLW\LQWRDQ$WKHQVµ)XUWKHU´&RPPHUFHKDGPDGH
3RUNRSROLVJUHDWDQGZHDOWK\µEXWLWVHIIHFWVZHUHOLPLWHGE\WKHIDFWWKDW´&LQFLQ
QDWL OHDGHUVJDYHOLWWOH WKRXJKWWRWXUQLQJWKHLUFLW\LQWRDFXOWXUDOFHQWHUµDQGLW
VKRZHGLQWKHLUODFNRILQVWLWXWLRQV +RZHYHUDIWHU7UROORSHFDOOV&LQFLQQDWLD
SODFH´ZLWKRQO\MXVWHQRXJKRIWKHDLURIDFLW\WRPDNHLWQRLV\DQGEXVWOLQJµDFHU
WDLQLQVWLWXWLRQDOIHUYRUVHHPVWRKDYHRYHUWDNHQ&LQFLQQDWL7KLV]HDOOLNHO\UH
VXOWHGLQ&KDUOHV&LVW·V&LQFLQQDWLLQ,WV(DUO\$QQDOVDQG)XWXUH3URVSHFWV
ZKLFKZDV OLNHO\ D UHVSRQVH WR)UDQFHV7UROORSH·VZRUN7KLVZRUN DWWHPSWV WR
LQGH[WKHQXPHURXVVRFLDOLQVWLWXWLRQVWKDWURVHXSDIWHU7UROORSH·VYLVLW²²SHUKDSV
VKRZLQJWKDW7UROORSH·VDEUDVLYHRSLQLRQDERXW&LQFLQQDWL·VODFNRILQVWLWXWLRQVUHV
RQDWHGZLWKLWVUHVLGHQWV,QDGGLWLRQ&LVW·VZRUNDSSHDUVWRYDOLGDWH'LFNHQV·FRP
PHQWDU\DERXWWKHFKDQJHV&LQFLQQDWLXQGHUZHQWDIWHU7UROORSH·VUHVLGHQFHWKHUH
:KLOH&LVWFULWLFL]HV7UROORSHDQGRWKHUWUDYHOHUVIRUWKHLUUHPDUNVRQ&LQFLQQDWL
LWDSSHDUVWKDW7UROORSHWKRXJKYLOLÀHGIRULWSURYLGHGLQVLJKWLQWRWKHODFNRIFXO
WXUDODQGVRFLDOLQVWLWXWLRQVLQHDUO\QLQHWHHQWKFHQWXU\&LQFLQQDWL$VWKHZRUNVRI
6WUDGOLQJDQG$DURQVKRZKLVWRULFDOVFKRODUVKLSMRLQVSULPDU\VRXUFHVLQVXSSRUW
LQJ7UROORSH·VDQDO\VLVDERXWWKHXQXVXDOO\ORZOHYHORILQVWLWXWLRQVLQ&LQFLQQDWL
GXULQJWKLVWLPH
 'DYLG6WUDGOLQJUHPDUNVLQKLV´&LQFLQQDWL)URP5LYHU&LW\WR+LJKZD\µ
WKDW´LI&LQFLQQDWLVWLOOODFNHGFXOWXUHLQWKHVLQWKHIRUPRIDUWDQGWKHDWUH
LWFOHDUO\WKULYHGDVDQHFRQRPLFFHQWHURQHWKDWZRXOGLQWLPHJHQHUDWHLWVRZQ
VRSKLVWLFDWHGXUEDQFXOWXUHµ,QDGGLWLRQKHZULWHV´7UROORSHFRXOGQRWKHOSEXW
PHQWLRQWKHFLW\·VVWUHQJWKVLWVHFRQRPLFYLWDOLW\DQGLWVUHODWLYHHTXDOLW\WKRXJK
&KDUOHV&LVW&LQFLQQDWLLQ,WV(DUO\$QQDOVDQG)XWXUH3URVSHFWV&LQFLQQDWL
YYL
$DURQ&LQFLQQDWL4XHHQ&LW\
,ELG
7UROORSH'RPHVWLF0DQQHUV
6WUDGOLQJ&LQFLQQDWL)URP5LYHU&LW\

9+63+VMZ
VKHGLVSDUDJHGWKHODWWHUDVXQIRUWXQDWH¶OHYHOLQJ·µ7KLVHFRQRPLFVXFFHVVZDV
FULWLFDOLQWUDQVIRUPLQJ&LQFLQQDWLIURPDULYHUWRZQWRWKH4XHHQ&LW\$YDULHW\
RIIDFWRUVGURYHWKLVHFRQRPLFVXFFHVV7KH-DFNVRQLDQ(UDFDQDODQGUDLOZD\V\V
WHPVFRQVWUXFWHGLQWKH2KLR9DOOH\SOD\HGDFUXFLDOUROHLQOLQNLQJ&LQFLQQDWLWR
HDVWHUQPDUNHWVDQGLQÁXHQFH&KDUOHV&LVWUHIHUVWRWKHVHLQIUDVWUXFWXUHLPSURYH
PHQWV DV WKH ´3XEOLF:RUNV RI ,QWHUFRPPXQLFDWLRQ FRQQHFWLQJ&LQFLQQDWLZLWK
WKHDGMRLQLQJFRXQWU\µUHFRJQL]LQJWKHUROHWKH\SOD\LQ&LQFLQQDWL·VQHZHDVWHUQ
GHYHORSPHQW1LNNL7D\ORUZULWHVWKDW´E\&LQFLQDWLERDVWHGVHUYHUDOURDGV
FDQDOVDQGUDLOURDGVWKDWOLQNHGWKHFLW\WR6W/RXLV0HPSKLV/DNH(ULH,QGLDQD
/H[LQJWRQ DQG 3LWWVEXUJK IDFLOLWDWLQJ FRPPHUFHµ7KH GHFUHDVH LQ WUDGHZLWK
*UHDW%ULWDLQIROORZLQJWKH:DURIPDGHWKLVLQODQGWUDGHLQFUHDVLQJO\YLWDO
LQVXVWDLQLQJ WKH$PHULFDQHFRQRP\&LQFLQQDWL·VSRVLWLRQDORQJ WKH2KLR5LYHU
PDGHLWVORFDWLRQH[WUDRUGLQDULO\YDOXDEOHDVWKHPLGGOHRIWKHQLQHWHHQWKFHQWXU\
DSSURDFKHG
 2WKHU IDFWRUV DOVR SOD\HG D UROH LQ&LQFLQQDWL·V HFRQRPLF JURZWK GXULQJ
WKHSHULRGGXULQJDQGDIWHU)UDQFHV7UROORSH·VYLVLW&RQVLGHUDEOHLPPLJUDWLRQEDO
ORRQHG&LQFLQQDWL·VSRSXODWLRQDQGHFRQRPLFRXWSXW)URPWR&LQFLQ
QDWL·VSRSXODWLRQQHDUO\GRXEOHGJURZLQJIURPUHVLGHQWVLQWR
LQ$V1LNNL7D\ORUH[SODLQV´SHRSOHVHHNLQJMREVDQGRWKHUHFRQRPLFRS
SRUWXQLWLHVOHIWWKH1RUWKHDVWDQGXSSHU6RXWKDQGÁRFNHGWR&LQFLQQDWLLQWKLVHUD
RISURVSHULW\µ)UHHEODFN,ULVKDQG*HUPDQLPPLJUDQWVZHUHWKHPDLQVRXUFHRI
WKLVSRSXODWLRQLQFUHDVH7KHIUHHEODFNDQG,ULVKLPPLJUDQWVSURYLGHGDOEHLWXQ
ZLOOLQJO\LQH[SHQVLYHODERUWRIXHOWKHJURZLQJLQGXVWU\RI&LQFLQQDWL7KLVODERU
IDFLOLWDWHG&LQFLQQDWL·VGHYHORSPHQW´DVDIRUFHLQPDQXIDFWXULQJDQGEHFDPHWKH
QDWLRQDO OHDGHU LQSRUNSDFNLQJDQGVWHDPERDWFRQVUXFWLRQ LQ WKHPLG·Vµ
*HUPDQLPPLJUDQWVEURXJKWDUWLVDQDOVNLOOWR&LQFLQQDWLSHUKDSVSOD\LQJDFUXFLDO
UROHLQPRYLQJ&LQFLQQDWL·VULFKWRZDUGVWKHKLJKVRFLHW\RIHDVWHUQ$PHULFDQFLW
LHV7KHVHSRSXODWLRQLQFUHDVHVHQDEOHG´WKHSRUNLQGXVWU\WKHVWHDPLQGXVWU\DQG
WKHSXEOLVKLQJKRXVHVDQGIRXQGHULHV WKDWSURYLGHGDÀQDQFLDOEDVLV IRU WKHDHV
WKHWLFDQGFXOWXUDOJURZWKRIWKHFLW\µWREHFRPHLQFUHGLEO\VXFFHVIXO3HUKDSV
,ELG
&LVW&LQFLQQDWLLQ
7D\ORU)URQWLHUVRI)UHHGRP
8QLWHG6WDWHV&HQVXV%XUHDX
7D\ORU)URQWLHUVRI)UHHGRP
,ELG
'HDWULFN´&LQFLQQDWLLQWKH7LPHµ

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HYHQPRUHLPSRUWDQWO\KRZHYHU1LNNL7D\ORUZULWHV´WKHVHVHWWOHUVEURXJKWYDO
XHVDQGLQVWLWXLRQVZLWKWKHPFRQWULEXWLQJWRWKHQRUWKHUQFKDUDFWHURIWKHFLW\µ
$FFRUGLQJWR7D\ORURQHFRQWHPSRUDU\ZULWLQJLQREVHUYHG´,QWUXWKZLWK
WKHH[FHSWLRQRI3LWWVEXUJK WKHUH LVQRFLW\ LQ WKH:HVWRU WKH6RXWK WKDW LQ LWV
PDQXIDFWXULQJFDSDELOLWLWHVEHDUVDQ\DSSURDFKWR&LQFLQQDWLµ 7KHVHHPLQJO\
H[SRQHQWLDOJURZWKRI&LQFLQQDWLRYHUWKLVEULHISHULRGZDVVRUHPDUNDEOHWKDWLW
OLNHO\LQVSLUHGDQGHQDEOHG&KDUOHV&LVWWRSUHGLFW´WKDWZLWKLQRQHKXQGUHG\HDUV
IURPWKLVWLPH&LQFLQQDWLZLOOEHWKHJUHDWHVWFLW\LQ$PHULFDDQGE\WKH\HDURI
RXU/RUGWZRWKRXVDQGWKHJUHDWHVWFLW\LQWKHZRUOGµ
 +RZHYHUWKHLPSDFWRI)UDQFHV7UROORSHFDQQRWEHRYHUORRNHGLQWKLVSH
ULRGRI&LQFLQQDWL·VKLVWRU\6RLWPD\VHHPWKDWWKH&LQFLQQDWL7UROORSHDQGWKHVH
RWKHU(XURSHDQWUDYHOHUVYLVLWHGGXULQJWKHHDUO\QLQHWHHQWKFHQWXU\ZDVJURZLQJ
LQFUHGLEO\TXLFNO\(FRQRPLFJURZWKVSXUUHGWKHLQVWLWXWLRQDOJURZWKDVZHOODVWKH
SK\VLFDOJURZWKRIWKLVULYHUWRZQWUDQVIRUPLQJLWLQWRWKH4XHHQ&LW\RIWKH:HVW
:KLOHPDQ\RIWKHFKDQJHV&LQFLQQDWLXQGHUZHQWGXULQJWKLVWLPHSHULRGFDQEH
H[SODLQHGE\WKHFRQQHFWLRQRI&LQFLQQDWLDQGHDVWHUQFLWLHVWKHVHFKDQJHVDOLJQLQ
FUHGLEO\ZLWKWKHIDLOLQJV)UDQFHV7UROORSHREVHUYHGGXULQJKHUWLPHLQ&LQFLQQDWL
7KHREVHUYDWLRQVRI&KDUOHV'LFNHQVDQGWKHZRUNRI&KDUOHV&LVWH[HPSOLI\WKLV
DQRPRO\:KLOHWKHWLPHSHULRGLQZKLFK7UROORSHYLVLWHGDQGZURWHDERXW&LQFLQ
QDWLPD\KDYHHQDEOHGKHUEHWRLQÁXHQWLDOKHUZULWLQJVFOHDUO\LQVXOWHG&LQFLQQD
WL·VFXOWXUDOVRFLDODQGLQWHOOHFWXDOFRPPXQLWLHVVRJUHDWO\WKDWWKH\UHVSRQGHGE\
VWUHQJWKHQLQJWKHRUJDQL]DWLRQRIDQGPXOWLSO\LQJWKHQXPEHURIWKHLULQVWLWXWLRQV
 ,WVHHPVWKDW)UDQFHV7UROORSHZDVSDUWLFXODUO\ LQÁXHQWLDO LQ&LQFLQQDWL·V
WUDQVIRUPDWLRQGXULQJWKHQLQHWHHQWKFHQWXU\EXWTXHVWLRQVUHPDLQDERXWZK\7URO
ORSHZDVVRYLOOLÀHGLQWKHFLW\&HUWDLQO\7UROORSH·VWRQHSOD\HGDUROHLQWKLVLQ
FRQVLVWHQF\EXWWKHVXEVWDQFHEHKLQGWKHVHWRQHV7UROORSH·VREVHUYDWLRQVRIOLIHLQ
&LQFLQQDWLÀQGVVXSSRUWLQRWKHUWUDYHOMRXUQDOVDQGLQVFKRODUVKLS2WKHUVFKRODU
VKLSDERXW)UDQFHV7UROORSHDQGWKHUHVSRQVHKHU'RPHVWLF0DQQHUVRIWKH$PHUL
FDQVJDUQHUHGH[SODLQZK\VKHZDVPRUHVSHFLÀFDOO\GLVSDUDJHG5RJHU1HZVWHGW
VXJJHVWVWKDW&LQFLQQDWLDQV·KDWUHGRI7UROORSHEHJDQDVVKHDUULYHGDQGKHU´EL
]DUUHED]DDUµEXVLQHVVYHQWXUHOHIWDSK\VLFDOUHPLQGHURI7UROORSH·VFRPPHQWVWKDW
ORRPHGRYHU&LQFLQQDWL7KHVWUXFWXUHWKDW7UROORSHEXLOWWRUHSODFHWKHEODQGHVVRI
&LQFLQQDWLZLWKKLJKFXOWXUHDQGDGYDQFHGDUFKLWHFWXUHHQGHGXSEHLQJDFRPSOHWH
7D\ORU)URQWLHUVRI)UHHGRP
,ELG
&LVW&LQFLQQDWLLQ
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EXVLQHVVIDLOXUHZKRVHOHJDF\IRUPDQ\\HDUVDV+DUULHW0DUWLQHDXGHVFULEHGLW
ZDVDV´WKHJUHDWGHIRUPLW\RIWKHFLW\µ
 +LVWRULDQ/HQRUD+REEVSRLQWVRXWWKDW+DUULHW0DUWLQHDXWRRZDVYLOÀHG
WRDOHVVHUH[WHQWDUJXLQJWKDWSHUKDSV7UROORSH·V´JRVVLS\µWRQHFRPSDUHGWR0DU
WLQHDX·VVFKRODUO\UHPRYHGSHUVSHFWLYHH[SODLQVWKHGLIIHUHQFHVLQKRZWKHVHWUDYHO
MRXUQDOVZHUHUHFHLYHGZKHQSXEOLVKHG)XUWKHU WKHJRDORI7UROORSH·VERRN²²WR
GLVSDUDJH$PHULFDQPDQQHUV²²PDGHLWGLIÀFXOWIRU7UROORSH·VZRUNWREHUHFHLYHG
SRVLWLYHO\DQ\ZKHUHLQ$PHULFDOHWDORQHLQWKHFLW\ZKHUHWKHPDMRULW\RIKHUDQ
HFGRWHVWRRNSODFH,QDGGLWLRQ/RXLV/HRQDUG7XFNHUDUJXHVWKDW7UROORSH·VZRUN
´IDVKLRQHGDQLPDJHRIDQWHEHOOXP&LQFLQQDWLWKDWUHPDLQHGJUDQDWLFDOO\À[HGLQ
$PHULFDQKLVWRULRJUDSK\IRUPRUHWKDQKDOIDFHQWXU\µ7KLVDUJXPHQWVXJJHVWV
WKDW&LQFLQQDWLDEKRUUHG7UROORSHQRWRQO\ IRUKHUGLUHFW LQVXOWV WRDOOFODVVHVRI
&LQFLQQDWLEXWDOVRIRUWKHZD\KHUZULWLQJVDIIHFWHG$PHULFDQSHUFHSWLRQRIWKH
FLW\7KHIDFWWKDW7UROORSH·VZRUNZDVSULQWHGIRXUWLPHVLQLWVÀUVW\HDULQ$PHU
LFDVXSSRUWVWKHLGHDWKDW7UROORSH·VZULWLQJVSURYHGSRSXODUQDWLRQDOO\PDNLQJLW
SODXVLEOHWKDW7UROORSH·V'RPHVWLF0DQQHUVRIWKH$PHULFDQVGUDPDWLFDOO\DOWHUHG
$PHULFD·VSHUFHSWLRQRI&LQFLQQDWL)RUDFFRUGLQJWR/RXLV/HRQDUG7XFNHU7URO
ORSH·VZRUN
   

 )LQDOO\ZKLOHRWKHU(XURSHDQWUDYHOHUVOHIW&LQFLQQDWLRQDQRSWLPLVWLFQRWH
RIWHQSUDLVLQJWKHSRWHQWLDORIWKHJURZLQJFLW\7UROORSHKHOGQRWKLQJEDFNDERXW
KHUQHJDWLYHH[SHULHQFHLQ&LQFLQQDWL+HUSDUWLQJVKRWWRWKHFLW\ZULWWHQLQ0DUFK
RIUHDGV
0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO
7XFNHU´&LQFLQQDWL$WKHQVRIWKH:HVWµ
+REEV´6L]LQJXSWKH4XHHQ&LW\µ
7XFNHU´&LQFLQQDWL$WKHQVRIWKH:HVWµ
FRQMXUHGXSWKHYLVLRQRIDFLW\LQZKLFKIDWKRJVZDGGOHGWKURXJKWKHVWUHHWVDW
ZLOORISXWUHIDFWLYHVWUHHWVDQGPDUNHWVWDOOVRIPDVVLYHVODXJKWHUKRXVHVZKLFK
HPLWWHGDQHIÁXYLXPWKDWZDVDVWHQFKLQWKHQRVWULOVRIDOOH[FHSWORFDOLWLHVRI
VWUHDPVEULPPLQJZLWKLQHGLEOHVODXJKWHUKRXVHUHPDLQVWKHLUZDWHUVEURXJKWWR
DÀHU\UHGKXHE\IUHTXHQWLQIXVLRQVRIKRJEORRG1RGLVFXVVLRQRI0UV7URO
ORSH·V´3RUNRSROLVµZRXOGEHFRPSOHWHZLWKRXWDVSHFLPHQRIWKH¶ROGZRPDQ·V·
HYRFDWLYHOLWHUDU\VW\OH
:HTXLWWHG&LQFLQQDWLWKHEHJLQQLQJRI0DUFKDQG,EHOLHYHWKHUHZDVQRW
RQHRIRXUSDUW\ZKRGLGQRWH[SHULHQFHDVHQVDWLRQRISOHDVXUHLQOHDYLQJLW:H
KDGVHHQDJDLQDQGDJDLQDOO WKHTXHHUYDULHWLHVRI LWV OLWWOHZRUOGKDGDPXVHG

4BCP'SPN3JWFS5PXOUP2VFFO$JUZ
  
7UROORSH·VWRQHKHUORQJODVWLQJSUHVHQFHLQ&LQFLQQDWLDQGKHUXQJUDWHIXOYDOHGLF
WLRQWR&LQFLQQDWLDUHXQLTXHFRPSDUHGWRWKHZRUNVRIRWKHU(XURSHDQWUDYHOHUV
7RJHWKHUWKHVHHOHPHQWVH[SODQZK\7UROORSH·VZRUNZDVUHFHLYHGDVSDUWLFOXODUO\
DEUDVLYHLQ&LQFLQQDWLDOORZLQJKHU'RPHVWLF0DQQHUVRIWKH$PHULFDQVWRKDYH
FRQVLGHUDEOH LQÁXHQFH LQ VKDSLQJ WKH FLW\ LQ WKHZDNH RI7UROORSH·V VKRUWOLYHG
UHVLGHQFHWKHUH
 ,WLVFOHDUWKDWWKHHFRQRPLFVXFFHVV&LQFLQQDWLHQFRXQWHUHGGXULQJDQGDIWHU
)UDQFHV7UROORSH·VYLVLWDOORZHGWKHFLW\WRWUDQVIRUPRXWRIWKHYLVLRQRI&LQFLQQDWL
SURMHFWHGLQ7UROORSH·V'RPHVWLF0DQQHUVRIWKH$PHULFDQVLQWRDPRUHQRUWKHUQ
DQGHDVWHUQFLW\7UROORSH·VSHUVSHFWLYHDQGSHUVRQDOH[SHULHQFHEHFDXVHVKHUH
VLGHGLQ&LQFLQQDWLUHVXOWHGLQKHUZRUNEHLQJPRUHQHJDWLYHO\UHFHLYHGWKDQRWKHU
DXWKRUV·DQGWKXVLWEHFDPHPRUHLQÁXHQWLDO
 +RZHYHUGR WKHVHH[SODQDWLRQV IXOO\ H[SODLQZK\&LQFLQQDWLZDV WDONHG
DERXWLQWKLVZD\E\'LFNHQV·DUULYDOLQ"%\UHWXUQLQJWR&LQFLQQDWL·VJHRJUD
SK\PRUHVSHFLÀFDOO\LWVGRZQULYHUUHODWLRQVKLSVSHUKDSV7UROORSH·VLPSDFWFDQEH
PRUHUHDGLO\H[SODLQHG2QFHDJDLQ'U'DQLHO'UDNHDSSHDUVVXUSULVLQJO\DZDUH
RI&LQFLQQDWL·VXQLTXHSRVLWLRQVD\LQJWKDW´ WKH2KLR5LYHUIRUPVWKHPRVWLQWHUHVW
LQJERXQGDU\DPRQJWKHUHSXEOLFVRIWKH:HVWµ1LNNL7D\ORU·VZRUN´)URQWLHUV
RI)UHHGRPµH[DPLQHVWKLVFXOWXUDOJHRJUDSK\RI&LQFLQQDWLDFLW\´ORFDWHGDWWKH
QH[XVRIWKH1RUWKWKH6RXWKDQGWKH:HVWµGXULQJWKHHDUO\QLQHWHHQWKFHQWXU\
6LPLODUO\KLVWRULDQ+HQU\/RXLV7D\ORU-UFRQWHQGVWKDW´QLQHWHHQWKFHQWXU\&LQ
FLQQDWLKDGD¶GXDOSHUVRQDOLW\·>@DVFKL]RSKUHQLFQRUWKHUQDQGVRXWKHUQSHUVRQDO
LW\RFFXS\LQJWKHVDPHXUEDQERG\·µ7KXVRQHFRXOGDUJXHWKDW´ LQPDQ\ZD\VD
ZHVWHUQLGHQWLW\ZDVIRUJHGLQ&LQFLQQDWLµ,Q)URQWLHUVRI)UHHGRP1LNNL7D\ORU
GLVFXVVHVWKHLPSDFWWKDWWKLVFXOWXUDOJHRJUDSK\KDGRQ&LQFLQQDWL·VEODFNFRP
PXQLW\GXULQJWKHQLQHWHHQWKFHQWXU\+RZHYHU WKLVXQLTXHJHRJUDSK\LPSDFWHG
7UROORSH'RPHVWLF0DQQHUV
0DUWLQHDX5HWURVSHFWRI:HVWHUQ7UDYHO
7D\ORU)URQWLHUVRI)UHHGRP
,ELG
,ELG
RXUVHOYHVZLWKLWVFRQVHTXHQFHLW·VWDVWHDQGLW·VWRQWLOOWKH\KDGFHDVHGWREH
DPXVLQJ1RWDKLOOZDVOHIWXQFOLPEHGQRUDIRUHVWSDWKXQH[SORUHGDQGZLWK
WKH H[FHSWLRQRI WZRRU WKUHH LQGLYLGXDOVZKRERUHKHDGV DQGKHDUWV SHFXOLDU
WRQRFOLPHEXWZKLFKDUH IRXQGVFDWWHUHG WKURXJK WKHZRUOGDV LI WRNHHSXV
HYHU\ZKHUHLQJRRGKXPRXUZLWKLWZHOHIWQRXJKWWRUHJUHWDW&LQFLQQDWL7KH
RQO\UHJUHWZDVWKDWZHKDGHYHUHQWHUHGLWIRUZHKDGZDVWHGKHDOWKWLPHDQG
PRQH\WKHUH

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HYHU\HOHPHQWRI&LQFLQQDWL·VH[LVWHQFHGXULQJWKHQLQHWHHQWKFHQWXU\REVHUYDEOH
LQPDQ\RIWKHWUHQGVWKLVSDSHUKDVVRXJKWWRLGHQWLI\
 $VWKHLQÁHFWLRQSRLQWEHWZHHQQRUWKDQGVRXWKDQGHDVWDQGZHVW&LQFLQ
QDWL·VFXOWXUDOJHRJUDSK\DOVRDOORZHG7UROORSH·VLQÁXHQFHWREHFRPHPRUHDSSDU
HQW7KHFXOWXUDOJHRJUDSK\RI&LQFLQQDWLUHPDLQHGVRVHQVLWLYHGXULQJWKHHDUO\
QLQHWHHQWKFHQWXU\WKDW7UROORSH·VXQSOHDVDQWFRPPHQWVDERXW&LQFLQQDWL·V´VRXWK
HUQHVVµPD\KDYHSXVKHGWKHPEDFNWRZDUGVDPRUHQRUWKHUQLGHQWLW\:LWKWKLVLQ
PLQG'DYLG6WUDGOLQJ·VVWDWHPHQWWKDW´ E\WKHFLW\·VJURZWKZDVDVWRQLVKLQJ
UHSUHVHQWLQJWKHGUDPDWLFULVHRIWKH:HVWDQGSURPLVLQJDUHPDNLQJRIWKHQDWLRQ
DVDZKROHµWDNHVRQDQHZPHDQLQJ1RWRQO\ZDV&LQFLQQDWL·VJURZWKV\PEROLF
RIWKHULVHRIWKH:HVWEXWLQDIHZ\HDUVLWZRXOGEHFRPHWKH4XHHQ&LW\RIWKH
0LGZHVW D WLWOHPRUH EHFRPLQJ D&LQFLQQDWL RI XQLTXH FXOWXUDO JHRJUDSK\ DQG
LQFUHDVLQJO\ÀWWLQJDV WKH IURQWLHUPRYHG IXUWKHUZHVW&KDUOHV&LVW VHHPHGVXU
SULVLQJO\DZDUHRIWKLVQRWDEOHSRVLWLRQZULWLQJWKDW´&LQFLQQDWLLVDFHQWUDOSRLQW
LQWKHYDOOH\RIWKH2KLRWRDJUHDWUHJLRQRIFRXQWU\µ7KLVVWXG\QRWRQO\KDV
UHOHYDQFHIRURWKHUDQDO\VHVRIWKHLPSDFWVRI(XURSHDQWUDYHOHUVDQGWKHLUZULWLQJV
RQWKHGHYHORSPHQWRI$PHULFDQFLWLHVEXWLWDOVRKDVYDOXHIRUEHWWHUXQGHUVWDQG
LQJWKHIRUPDWLRQRIDFOHDU0LGZHVWHUQLGHQWLW\GDWLQJEDFNWRWKHHDUO\QLQHWHHQWK
FHQWXU\
 7KHIXOOUROH)UDQFHV7UROORSHSOD\HGLQWKLVWUDQVIRUPDWLRQFDQQRWEHHQ
WLUHO\XQGHUVWRRG+RZHYHULWLVSODXVLEOHWKDWKHUZULWLQJFKDOOHQJHG&LQFLQQDWL·V
VHOILGHQWLW\VRJUHDWO\WKDWLWDFFHOHUDWHGWKHGUDPDWLFFKDQJHVWKDWRFFXUUHGLQWKH
FLW\EHIRUHWKHPLGGOHRIWKHQLQHWHHQWKFHQWXU\$ODFNRIUHOHYDQWSULPDU\PDWHULDO
DERXW&LQFLQQDWLLPPHGLDWHO\DIWHU7UROORSHPDNHVLWGLIÀFXOWWRPHDVXUHKHULPSDFW
LQWKHFLW\+RZHYHU7UROORSH·V'RPHVWLF0DQQHUVRIWKH$PHULFDQVDORQJVLGHD
VHHPLQJO\SHUIHFWVWRUPRIRWKHUIDFWRUVOLNH&LQFLQQDWL·VFXOWXUDOJHRSJUDSK\LWV
WUHPHQGRXVHFRQRPLFJURZWKDQGFRPSOHWHGLQIUDVWUXFWXUHSURMHFWVOLQNLQJLW WR
WKH(DVWWUDQVIRUPHG&LQFLQQDWLIURPULYHUWRZQWR4XHHQ&LW\7UROORSH·VZRUN
UHYHDOVWKHLPSRUWDQFHRIVWXG\LQJDGRFXPHQWQRWRQO\IRULWVODUJHUREVHUYDWLRQV
DERXWWKHVRFLDOFRQGLWLRQVRIWKH8QLWHG6WDWHVEXWDOVRIRUXQFRYHULQJWKHUHDO
LPSDFWLWVSXEOLFDWLRQKDGDOPRVWLPPHGLDWHO\RQWKHGHYHORSPHQWRI
$PHULFD·V0LGZHVW
6WUDGOLQJ&LQFLQQDWL)URP5LYHU&LW\
&LVW&LQFLQQDWLLQ

"VUIPS5JUMF
%LEOLRJUDSK\
3ULPDU\6RXUFHV
&LVW&KDUOHV&LQFLQQDWLLQ,WV(DUO\$QQDOVDQG)XWXUH3URVSHFWV&LQFLQQDWL
GH7RFTXHYLOOH$OH[LV'HPRFUDF\LQ$PHULFD/RQGRQ
'LFNHQV&KDUOHV$PHULFDQ1RWHVIRU*HQHUDO&LUFXODWLRQ/RQGRQ&KDSPDQ	+DOO
0DUWLQHDX+DUULHW5HWURVSHFWRI:HVWHUQ7UDYHO1HZ<RUN
7UROORSH)UDQFHV'RPHVWLF0DQQHUVRIWKH$PHULFDQV*XWHQEHUJ3URMHFW

6HFRQGDU\6RXUFHV
$DURQ'DQLHO&LQFLQQDWL4XHHQ&LW\RIWKH:HVW&ROXPEXV2KLR6WDWH8QLYHUVLW\
 3UHVV
'HDWULFN/LQGD´&LQFLQQDWLLQWKH7LPHRI0UV7UROORSH·V%D]DDUµ1LQHWHHQWK&HQWXU\QR
 (%6&2KRVWDFFHVVHG2FWREHU
'HVVHQV1DWKDOLH´/RXLV&KDUOHV5RXGDQH]D&UHROHRI&RORURI6DLQW'RPLQJXH'HVFHQW
 $WODQWLF5HLQWHUSUHWDWLRQVRI1LQHWHHQWK&HQWXU\1HZ2UOHDQVµ6RXWK$WODQWLF5HYLHZ
 QR(%6&2KRVWDFFHVVHG2FWREHU
+REEV/HQRUD´6L]LQJXSWKH4XHHQ&LW\)UDQFHV7UROORSHDQG+DUULHW0DUWLQHDXµ7LPHOLQH
 QR
1HZVWHGW-5RJHU´0UV)UDQFHV7UROORSHLQ&LQFLQQDWL7KH,QIHUQDO5HJLRQV·DQGWKH%L]DUUH
 %D]DDUµ4XHHQ&LW\+HULWDJHQR(%6&2KRVWDFFHVVHG
 2FWREHU

6HDW:LOOLDP5´$5HEXWWDOWR0UV7UROORSH+DUULHW0DUWLQHDXLQ&LQFLQQDWLµ2KLR+LVWRULFDO
 4XDUWHUO\QR(%6&2KRVWDFFHVVHG2FWREHU
6WUDGOLQJ'DYLG&LQFLQQDWL)URP5LYHU&LW\WR+LJKZD\$UFDGLD3XEOLVKLQJ
7D\ORU1LNNL)URQWLHUVRI)UHHGRP&LQFLQQDWL·V%ODFN&RPPXQLW\$WKHQV2KLR
 8QLYHUVLW\3UHVV

7XFNHU/RXLV/HRQDUG´&LQFLQQDWL$WKHQVRIWKH:HVWµ2KLR+LVWRU\QR
 (%6&2KRVWDFFHVVHG2FWREHU
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$ERXWWKH$XWKRU
-RVKXD6DER&ODVVRI LVPDMRULQJ LQKLVWRU\DQG WKH3KLORVRSK\3ROLWLFV
DQGWKH3XEOLF+RQRUV3URJUDP-RVKVHUYHGRQWKHVWXGHQWHGLWRULDOERDUGRIWKH
;DYLHU-RXUQDORI8QGHUJUDGXDWH5HVHDUFKDQGKLVSULPDU\UHVHDUFKLQWHUHVWVDUH
ODWHQLQHWHHQWKDQGHDUO\WZHQWLHWKFHQWXU\$PHULFDQLQWHOOHFWXDODQGFXOWXUDOKLV
WRU\DQGOLWHUDWXUH$IWHUJUDGXDWLRQKHKRSHVWRSXUVXHJUDGXDWHZRUNLQ$PHULFDQ
KLVWRU\´)URP5LYHUWRZQWR4XHHQ&LW\µZDVVSRQVRUHGE\'U63DXO2·+DUD
$VVRFLDWH3URIHVVRURI+LVWRU\DQG'U0DFN0DULDQL$VVRFLDWH3URIHVVRURI3R
OLWLFDO6FLHQFH
3ULYDF\LQWKH,OLDG
,FMMZ4DINJEU
3XEOLFDQGSULYDWHVSDFHVRIIHUGLIIHUHQWLQVLJKWVLQWRWKHOLYHVDQGFXOWXUDOSUDF
WLFHVRIWKHFKDUDFWHUVLQWKH,OLDG3XEOLFVFHQHVVXFKDVDVVHPEOLHVEDWWOHVDQG
IXQHUDOV FRQWULEXWH WR WKH HSLF·V RYHUDOO SURJUHVVLRQ DQG H[KLELW VRFLHWDO YDOXHV
VXFKDVKRQRUDQGJORU\6FHQHVZLWKLQSULYDWHVSDFHVKRZHYHUSURYLGHDPRUH
LQWLPDWHJOLPSVHLQWRWKHOLYHVDQGHPRWLRQVRIWKHFKDUDFWHUV:KDWRFFXUVZLWKLQ
WKHVHSULYDWHVFHQHVQRWRQO\H[SRVHVFKDUDFWHUVRQDPRUHSHUVRQDOOHYHOEXWDOVR
UHYHDOVPRUHDERXWFXOWXUDOSUDFWLFHVDWWLWXGHVDQGWUDGLWLRQVRIWKHWLPH%HFDXVH
RIWKLVLQWHUDFWLRQVZLWKLQSULYDWHVHWWLQJVDUHRIWHQWKHPRVWSRLJQDQWRIWKHHSLF
 ,QWKH,OLDGQRWLFHDEOHVSOLWVDSSHDUEHWZHHQWKHW\SHVRISULYDWHVHWWLQJV
DQG VFHQDULRV WKDW RFFXU0RVW SHUVRQDO LQWHUDFWLRQV DPRQJ WKH*UHHNV IRU LQ
VWDQFHRFFXUZLWKLQWKHWHQWVDQGWHPSRUDU\VKHOWHUVVLQFHWKH$UJLYHWURRSVZHUH
GLVSODFHGIURPWKHLUKRPHODQGV%HFDXVHQRZRPHQIRONIROORZHGWKHLUKXVEDQGV
WREDWWOHFRQFXELQHVVXFKDV%ULVHLVDQG&KU\VHLVDUHDPRQJWKHRQO\ZRPHQLQWKH
FDPS$VDUHVXOWPRVWSULYDWHLQWHUDFWLRQVDPRQJWKH*UHHNVRFFXUDPRQJPHQ
;-859ROXPH-XO\


4DINJEU1SJWBDZJOUIF*MMJBE
,Q7UR\KRZHYHUZKHUHIDPLO\XQLWVDUHVWLOOLQWDFWDQGVROGLHUVFDQUHWXUQKRPHWR
WKHLUZLYHVDQGFKLOGUHQDIWHUEDWWOHPRUHPL[HGJHQGHUHGFRQYHUVDWLRQVWDNHSODFH
7KHUHIRUH VFHQHVZLWKLQ WKH FKDPEHUV RI7URMDQ SDODFHV SURYLGHPRUH LQIRUPD
WLRQDERXWIDPLO\G\QDPLFVDQGIHPDOHGRPHVWLFLW\WKDQWKHWHQWQHJRWLDWLRQVRIWKH
$FKDHDQV
 7KHVFHQHVGHSLFWLQJ$QGURPDFKHDQG+HOHQZLWKLQWKHLUSDODFHFKDPEHUV
GHVFULEHWKHUROHZRPHQSOD\LQDGRPHVWLFUHDOPZKLOHWKHLUPHQDUHDWZDU:KHQ
,ULVDSSHDUVWR+HOHQWRHQFRXUDJHKHUWRHPHUJHLQWRWKHSXEOLFIURPKHUSULYDWH
FKDPEHUDQGMRLQWKRVHDVVHPEOLQJWRZDWFKWKHEDWWOHRQWKHZDOOVVKHÀQGV+HOHQ
ZHDYLQJ
 ƲүƬƣϝƤҖƯϝїƬƫƤƢнƯԗѦƣҭƫоƢƠƬѴƱƲҳƬҔƴƠƨƬƤ
 ƣрƪƠƩƠƮƯƴƳƯоƦƬƮƪоƠưƣϝїƬоƠƱƱƤƬчоƧƪƮƳư
 ƚƯцƷƬƧϝѴƮƣнƫƷƬƩƠұяƵƠƨԙƬƵƠƪƩƮƵƨƲцƬƷƬ
 ƮҔưјƧƤƬƤѸƬƤƩϝћƠƱƵƮƬҐϝѓƯƦƮưƠƪƠƫнƷƬ+RP,O
 ´6KHIRXQGKHULQDODUJHFKDPEHUVKHZDVZHDYLQJRQDODUJHORRP
 DGRXEOHIROGHGSXUSOHFORWKVKHZDVZHDYLQJWKHUHLQPDQ\FRQ
 WHVWVRIWKH7URMDQVEUHDNHUVRIKRUVHVDQGWKHEURQ]HFODG$FKDH
 DQVZKLFKWKH\ZHUHVXIIHULQJRQDFFRXQWRIKHUE\WKHKDQGVRI$UHVµ
$QGURPDFKHDOVRZHDYHVLQDURRPRIWKHSDODFHZKHQVKHOHDUQVRI+HFWRU·VGHDWK
чƪƪϝ Ѩ Ƣϝ ѴƱƲҳƬ ҔƴƠƨƬƤ ƫƳƵԚ ƣфƫƮƳ ҐƶƦƪƮԃƮ  ƣрƪƠƩƠ ƮƯƴƳƯоƦƬ їƬ ƣҭ
ƧƯфƬƠƮƨƩрƪϝћƠƱƱƤ´%XWVKHZDVZHDYLQJDWWKHORRPLQWKHLQ
QHUPRVW SDUW RI WKH KLJK KRXVH D GRXEOHIROGHG SXUSOH >FORWK@ VKHZDVZHDYLQJ
WKHUHLQVNLOOIXOO\GHFRUDWHGRUQDPHQWDOÀJXUHVµ
 7KHSDUDOOHOVEHWZHHQWKHVHSDVVDJHVDUHVLJQLÀFDQW LQ WKDW WKH\SRLQWRXW
SUDFWLFHV W\SLFDO RI KRPH OLIH IRUZRPHQ7KH\ LQGLFDWH WKDW LQQHU VSDFHV RI WKH
KRPHKHUHWKHƫоƢƠƯƮƬRU´ODUJHFKDPEHUµIRU+HOHQDQGWKHƫƳƵфưƣфƫƮƳRU
´LQQHUSDUWRIWKHURRPµIRU$QGURPDFKHDUHWKHGRPDLQRIZRPHQ,QWKHVHGR
PHVWLFURRPVWKHZRPHQSHUIRUPWKHVDPHWDVNZKLFK+RPHUGHVFULEHVZLWKQHDUO\
LGHQWLFDOSKUDVLQJ%RWKZHDYHҔƴƠƨƬƤ´ZDVZHDYLQJµƣрƪƠƩƠ
ƮƯƴƳƯоƦƬ   ´GRXEOHIROGHG SXUSOHµ RQ D ѴƱƲҳƬ  
´ORRPµ)URP WKHVH OLQHV LW FDQEH LQWHUSUHWHG WKDW WKH SUDFWLFH RIZHDYLQJZDV
DURXWLQHWDVNIRUZRPHQLQWKHKRPH,QIDFWZHDYLQJZDVDSULPDU\KRXVHKROG
WDVNFDUULHGRXWE\ZRPHQRIDOOFODVVHVLQFOXGLQJVODYHVDQGUR\DOW\DOORIZKRP
$OOWUDQVODWLRQVDUHP\RZQ
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FRQWULEXWHGWRWKHKRPH·VVHOIVXIÀFLHQWSURGXFWLRQ7KLVWUDQVFHQGHQFHRIFODVVLV
HYLGHQWZLWK$QGURPDFKHZKRP+HFWRUELGVчƪƪϝƤѳưƮѹƩƮƬѳƮԏƱƠƲҫƱϝƠҏƲӸư
ћƯƢƠƩфƫƨƥƤѴƱƲфƬƲϝѣƪƠƩнƲƦƬƲƤƩƠұчƫƴƨфƪƮƨƱƨƩоƪƤƳƤћƯƢƮƬїƮрƵƤƱƧƠƨ
 ´%XWJRLQJ LQWR WKHKRXVH DWWHQG WR\RXUZRUNV WKH ORRPDQG WKH
GLVWDIIDQGFRPPDQG\RXUKDQGPDLGHQVWRDWWHQGWRWKHZRUNµ,QWKLVLQVWDQFH
$QGURPDFKHVKDUHVLQWKHFORWKPDNLQJODERUZLWKKHUVHUYDQWV
 7KHSULYDF\RI LQQHUFKDPEHUVDOVRSURYLGHGZRPHQDVSDFHZKHUH WKH\
ZHUHVDIHWRH[SUHVVWKHLUVHQWLPHQWV,QDVRFLHW\ZKHUHZRPHQ·VSXEOLFUROHVDQG
VHOIH[SUHVVLRQZHUHOLPLWHGZHDYLQJZLWKLQWKHKRPHZDVQRWVLPSO\DKRXVHKROG
FKRUHEXWDQRXWOHWRIFUHDWLYLW\WKURXJKZKLFKZRPHQFRXOGÀQGWKHLURZQYRLFHV
FRPPXQLFDWLQJWKHLUWKRXJKWVDQGUHOHDVLQJWKHLUHPRWLRQV ´6LQFHORRPVZHUH
VLWXDWHGLQWKHLQQHUSDODFHµ0DULD&3DQWHOLDZULWHV´ ZHDYHUVFRXOGLVRODWHWKHP
VHOYHVDQGSHUIRUPWKHLUDUWDZD\IURPWKHSXEOLFH\Hµ+HOHQDQG$QGURPDFKH
WDNHDGYDQWDJHRI WKHLUSULYDF\DQGWKLVRSSRUWXQLW\IRUVLOHQWH[SUHVVLRQVXEWO\
ZHDYLQJFRQFHUQVDQGIHDUVLQWRWKHWDSHVWULHVWKDWWKH\RWKHUZLVHKDYHQRRSSRUWX
QLW\RUVSDFHWRVD\RXWORXG
 7KLVLVHVSHFLDOO\QRWLFHDEOHLQWKHWDSHVWU\RI+HOHQLQZKLFKVKHGHSLFWV
WKHEDWWOHVHQVXLQJEHWZHHQWKH7URMDQVDQG$FKDLDQVƮҔưјƧƤƬƤѸƬƤƩϝћƠƱƵƮƬ
ҐϝѓƯƦƮưƠƪƠƫнƷƬ´>:@KLFKWKH\ZHUHVXIIHULQJRQDFFRXQWRIKHU
E\WKHKDQGVRI$UHVµ7KLVVWDWHPHQWVXJJHVWVWKDW+HOHQLVZHOODZDUHRIKHUUROH
LQWKHVWULIHRFFXUULQJDURXQGKHUDQGLVSRVVLEO\UHJUHWIXORILW7KRXJKDYHUVLRQ
RIWKHHYHQWVDFFRUGLQJWRKHUSHUVSHFWLYHLVQHYHUWROG+HOHQDFFRUGLQJWR3DQ
WHOLDFDQVWLOOÀQG´UHOLHIDQGHVFDSHIURPKHUVDGUHDOLW\E\GHSLFWLQJRQKHUORRP
LPDJHVZKLFKDFWXDOO\UHFRUGKLVWRU\DVVKHKHUVHOIVHHVLW«SURGXFLQJDQDUWLIDFW
ZKLFKZLOOVXUYLYHDQG¶WHOOKHUVWRU\·«WRDOOIXWXUHJHQHUDWLRQVµ
 $QGURPDFKH OLNH +HOHQ DOVR IDFHV XQFHUWDLQW\ DERXW KHU FXUUHQW VWDWH
DQGKHUIXWXUHEXWWKHGHSLFWLRQRQKHUSXUSOHUREHODFNVWKHVDPHGHJUHHRIVXE
VWDQFHGHVFULEHGRQ+HOHQ·VWDSHVWU\2QKHUIDEULF$QGURPDFKHZDVїƬƣҭƧƯфƬƠ
ƮƨƩрƪϝћƠƱƱƤ´ ZHDYLQJWKHUHLQVNLOOIXOO\GHFRUDWHGRUQDPHQWDOÀJ
XUHVµ7KLVGHVFULSWLRQLVPXFKPRUHVLPSOLVWLFWKDQWKHRQHDWWULEXWHGWR+HOHQ·V
0DULD&3DQWHOLD´6SLQQLQJDQG:HDYLQJ,GHDVRI'RPHVWLF2UGHULQ+RPHUµ7KH$PHULFDQ
-RXUQDORI3KLORORJ\QR
-DQH0F,QWRVK6Q\GHU´7KH:HERI6RQJ:HDYLQJ,PDJHU\LQ+RPHUDQGWKH/\ULF
3RHWVµ7KH&ODVVLFDO-RXUQDOQR
3DQWHOLD´6SLQQLQJDQG:HDYLQJµ
,ELG
,ELG
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ZRUN3DQWHOLDDUJXHVWKDW$QGURPDFKHVWLOOH[SUHVVHVKHUIHHOLQJVFRQFHUQLQJWKH
XQFHUWDLQW\RI WKHIXWXUHLQKHUZHDYLQJ%XWVLQFHKHUIXWXUHLVGHSHQGHQWXSRQ
WKDWRIKHUKXVEDQG+HFWRUZLWKRXWZKRPVKHZRXOGODFNLGHQWLW\KHUHPEURLGHU\
UHÁHFWVWKHPRUHVLPSOHDQGGLUHFWIRFXVRIKHUFRQFHUQ/LNHWKHWDSHVWU\ZKLFK
ODFNVLGHQWLI\LQJIHDWXUHV$QGURPDFKH·VIXWXUHFRXOGEHWRIDOOLQWRREVFXULW\DQG
ORVHLGHQWLW\DIWHUKHUKXVEDQG·VGHDWKVLQFHVKHLVVRFORVHO\DVVRFLDWHGZLWKKLP
WKDWHYHQDIWHUKLVGHDWKPHQZLOOORRNXSRQKHUDQGUHPHPEHU+HFWRU
 $OWKRXJKWKHHPRWLRQDOPHVVDJHVFRQYH\HGZLWKLQWKHVHWDSHVWULHVDUHQRW
HDVLO\ LGHQWLÀDEOH WRDQREVHUYHU WKHZHDYLQJV VWLOO VHUYHDV DSHUVRQDO IRUPRI
HPRWLRQDO UHOHDVHDQGH[SUHVVLRQIRU WKHZHDYHU MXVWDVSDLQWLQJVVRQJVVFXOS
WXUHVDQGRWKHUDUWLVWLFFUHDWLRQVKDYHFRQWLQXHGWRGRXSWRWKHSUHVHQWDJH7KH
DELOLW\WRH[SUHVVWKURXJKWKHLUKDQGLFUDIWJLYHVZRPHQDQRSSRUWXQLW\IRUFUHDWLYH
LQWHOOHFWXDOH[SUHVVLRQRQSDUZLWKDSRHWDQGKLV O\UHEXW ODERULQJLQDSULYDWH
FKDPEHU UDWKHU WKDQ SHUIRUPLQJ LQ D FURZGHG KDOO SURYLGHV WKHP H[WUD VHFXULW\
IURPGHWHFWLRQDQGVFUXWLQ\
 7KH ODFN RI D SXEOLF UROH GRHV QRW QHFHVVDULO\ LQGLFDWH WKDWZRPHQKHOG
LQIHULRUVWDWXV WRPHQ$V0DU\OLQ%$UWKXUDUJXHV WKHUH LVFHUWDLQO\DSRODULW\
EHWZHHQPDOHDQGIHPDOHGXHWRWKH¶KHURLFFRGH·FRQFHSWLRQWKDWPHQ·VGXW\LV
WRÀJKWRQWKHEDWWOHÀHOGZKLOHZRPHQDUHWRUHPDLQDWKRPHPDQDJLQJWKHKRXVH
KROG KRZHYHU WKH HSLF GRHV QRW GLVSDUDJHZRPHQ WKURXJK WKLV GLVWLQFWLRQ EXW
DFWXDOO\IRFXVHVSRVLWLYHO\RQZRPHQ·VSRVLWLRQVLQWKHLUGRPDLQV$UWKXUZULWHV
´LWHPSKDVL]HVZRPHQ·VLQFOXVLRQLQVRFLHW\DVDZKROHUDWKHUWKDQKHUH[FOXVLRQ
IURP FHUWDLQ UROHV LW FHOHEUDWHV WKH LPSRUWDQFH RI WKH IXQFWLRQV WKDWZRPHQ GR
SHUIRUPLQVWHDGRIGUDZLQJDWWHQWLRQWRWKHLUKDQGLFDSVRUGLVDELOLWLHVµ$OWKRXJK
ZKHQZRPHQWKUHDWHQWRRYHUVWHSWKHLUOLPLWVDVZKHQ$QGURPDFKHPDNHVVXJJHV
WLRQVDERXW+HFWRU·VUROHLQWKHEDWWOHVRPHQHJDWLYLW\HPHUJHV7KH
WUDGLWLRQDOGXWLHVRIZRPHQGRQRWODFNLPSRUWDQFHZRPHQDUHH[SHFWHGWRERWK
SURYLGHIRUDQGVROLFLW WKHLUKXVEDQGVDQGFKLOGUHQDVZKHQ$QGURPDFKHSOHDGV
ZLWK+HFWRUDWWKHZDOOVRURUGHUVDKRWEDWKWREHSUHSDUHGIRUKLPRUZKHQZRPHQ
,ELG
6Q\GHU´7KH:HERI6RQJµ6Q\GHUPDNHVDQHYHQFORVHUFRQQHFWLRQEHWZHHQZRPHQ·V
ZHDYLQJDQGWKHPXVLFDOFUHDWLRQVRISRHWVDQGEDUGV7KRXJKQRWPHQWLRQHGLQWKHSDVVDJHV
GHVFULEHGKHUHZHDYLQJVFHQHVHOVHZKHUHLQ+RPHU·VHSLFVGHSLFWZRPHQVLQJLQJZKLOHZHDYLQJ
OHDGLQJ6Q\GHUWREHOLHYHWKDWVLQJLQJZDVDFRPPRQKDELWZKLOHZHDYLQJWKXVUHLQIRFLQJWKH
DUJXPHQWWKDWZRUNLQJDWWKHORRPLQWKHSULYDF\RIWKHKRPHZDVDFUHDWLYHDQGFRPPXQLFDWLYH
RXWOHWIRUZRPHQ
0DU\OLQ%$UWKXU´(DUO\*UHHFH7KH2UJLQVRIWKH:HVWHUQ$WWLWXGHWRZDUG:RPHQµLQ7KH
$UHWKXVD3DSHUVHG-RKQ3HUDGRWWRDQG-36XOOLYDQ1HZ<RUN681<3UHVV

$UWKXU´(DUO\*UHHFHµ
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DUHUHVSRQVLEOHIRUWH[WLOHSURGXFWLRQWKURXJKVSLQQLQJDQGZHDYLQJDQGKROGDQ
KRQRUHGGXW\WRSHUIRUPFHUWDLQUHOLJLRXVULWHVWR$WKHQDDV+HFXEDGRHV)XU
WKHUPRUHZRPHQH[KLELWDOHYHORIDXWKRULW\ZLWKLQWKHLUVSKHUHKROGLQJFRPPDQG
RYHU WKH VHUYLQJZRPHQ LQ WKHLU KRXVHKROG$QGURPDFKH IRU LQVWDQFH ELGV KHU
KDQGPDLGHQVWRSUHSDUHDEDWKIRU+HFWRUUHWXUQLQJIURPEDWWOH(YHQ
+HFWRUHDUOLHULQWKHHSLFWHOOV$QGURPDFKHWRJRKRPHDQGXUJHKHUKDQGPDLGHQV
WRWDNHXSWKHLUZHDYLQJZLWKKHU/DWHU$QGURPDFKHREHGLHQWWR+HF
WRU·VFRPPDQGLVQRWDWWKHZDOOVRI7UR\ZDWFKLQJWKHEDWWOHEHWZHHQKHUKXVEDQG
DQG$FKLOOHVDORQJZLWKKHUIHOORZ7URMDQVEXWZHDYLQJDQGWU\LQJWRFRSHZLWKKHU
IHDURIWKHSURVSHFWRIORVLQJKHUKXVEDQGLQEDWWOH
 +HOHQ·V LQWHUDFWLRQVZLWK3DULV LQ WKHEHGFKDPEHU LQGLFDWH WKDWZKHQ WKH
VSKHUHV RIPHQ DQGZRPHQ FRPH LQWR FRQWDFW ZLWKLQ WKH SULYDF\ RI WKH KRPH
ZRPHQ·VGRPHVWLFDXWKRULW\GRHVQRWDOZD\VUHLJQDEVROXWH+HOHQDVWURQJZLOOHG
ZRPDQWDNHVFRXUDJHIURPWKHSULYDF\WKHKRPHSURYLGHVDUHDOPZLWKZKLFK
VKH LV IDPLOLDU WRDVVHUWKHUVHOIDJDLQVW3DULV ,Q WKHVHFXULW\RIKHURZQVSKHUH
+HOHQLVZLOOLQJWRULVNEHLQJPRUHGDULQJ7KRXJKIRUELGGHQE\$SKURGLWHWRUHIXVH
3DULV+HOHQVWLOOUHVLVWVKLPUHIXVLQJWRORRNDWKLPDQGѣƬрƠƤ
´UHSURDFKHVµKLPH[SUHVVLQJWKDWVKHZLVKHGKHKDGGLHGLQWKHÀJKWLQJ
+RZHYHUWKHVFHQHDOVRLQGLFDWHVWKDWFHUWDLQJHQGHUERXQGDULHVFDQQRWEH
RYHUVWHSSHGHYHQLQWKHSULYDF\RIWKHKRPH7KRXJKZRPHQDUHH[SHFWHGWRVROLFLW
WKHLUPHQWRDFHUWDLQH[WHQWUHSURDFKDQGLQVROHQFHWRZDUGDPDQLVXQDFFHSWDEOH
3DULV·UHVSRQVHWR+HOHQHPSKDVL]HVWKDWZRPHQDUHVWLOOLQVRPHZD\VVXEMHFWWR
WKHSDWULDUFK\RIPHQ+HUHWXUQVKHUUHSURDFKWKHQFRPPDQGVKHUWRFRPHWREHG
ZLWKKLP+HOHQ·VFRPSOLDQFHZLWKRXWDQ\RXWZDUGVLJQRIFRPSODLQW
LQGLFDWHVKHUDZDUHQHVVWKDWVKHKDVQRVD\LQWKHPDWWHU+HUVHOIH[SUHVVLRQHYHQ
LQWKHSULYDF\RIKHUFKDPEHULVOLPLWHGE\WKHZLOORIPHQ+HUGRPHVWLFDXWKRU
LW\LVRYHUKHUVHUYDQWVKHUFRPPXQLFDWLRQSRZHUVFRQÀQHGWRWKHVLOHQWPDQLIHVWD
WLRQVRIKHUWDSHVWULHV+HOHQ·VUHVSRQVLELOLWLHVDQGDXWKRULW\UHVWLQKHUKRXVHKROG
GRPDLQEXWGRQRWH[WHQGWRPHQZKHQWKH\HQWHUKHUVSKHUHUDWKHUVKHPXVWVXF
FXPEWRWKHLUZLOO
 6LPLODUO\ZKHQ3ULDPPHHWV+HFXEDїưƧнƪƠƫƮƬҐƶфƯƮƴƮƬ
´LQWKHYDXOWHGLQQHUFKDPEHUµLQ%RRNWRDQQRXQFHKLVLQWHQWLRQVWRUH
WULHYHWKHERG\RI+HFWRUKHDVNV+HFXEDWRVSHDNKHUPLQGRQWKHPDWWHULQWKLV
SULYDWHVHWWLQJчƪƪϝыƢƤƫƮƨƲфƣƤƤѳҭƲрƲƮƨƴƯƤƱұƬƤѷƣƤƲƠƨƤѹƬƠƨ´%XW
,ELG
(OL]DEHWK*UHJRU\´8QUDYHOOLQJ3HQHORSH7KH&RQVWUXFWLRQRIWKH)DLWKIXO:LIHLQ+RPHU·V
+HURLQHVµ+HOLRVQR
+DQQD05RLVPDQ´+HOHQLQWKH,OLDG&DXVD%HOOLDQG9LFWLPRI:DU)URP6LOHQW:HDYHUWR
3XEOLF6SHDNHUµ$PHULFDQ-RXUQDORI3KLORORJ\QR
,ELG
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FRPH WHOOPH WKLV KRZ GRHV LW VHHP WR \RXUPLQG"µ+HFXED DFFHSWV WKLV LQWL
PDWHRSSRUWXQLW\WREHZDLOKHUJULHYDQFHVFU\LQJRXWVKULOO\WKDW3ULDPKDVORVWKLV
IDPHGZLVGRPLIKHWKLQNVKHVKRXOGJRDORQHDPRQJKLVHQHPLHV·VKLSVWRPHHWWKH
PDQZKRKDVVODLQKLVVRQVDQGH[SHFWKLPWRVKRZDQ\SLW\RUUHYHUHQFH
+HFXEDSOHDGVWKDWWKH\VKRXOGDFFHSWWKHIDWHJLYHQWR+HFWRU·VERG\DQG
PRXUQKLPIDUDZD\ZLWKLQWKHLURZQKDOOV$OWKRXJK3ULDPKDVLQ
YLWHG+HFXEDWRH[SUHVVKHUFRQFHUQVLQWKHSULYDF\RIWKHFKDPEHUKHKDOWVKHU
HQGHDYRUVWRSHUVXDGHKLPWRUHPDLQDWKRPHƫпƫϝїƧоƪƮƬƲϝѳоƬƠƨƩƠƲƤƯхƩƠƬƤ
ƫүƣоƫƮƨƠҏƲү҇ƯƬƨưїƬұƫƤƢнƯƮƨƱƨƩƠƩҳưоƪƤƳƮҏƣоƫƤƤрƱƤƨư
´'RQRWKLQGHUPHZLOOLQJLWWRJRGRQRW\RXUVHOIEHDQHYLOELUGWRPHLQ
WKHFKDPEHUV\RXZLOOQRWSHUVXDGHPHµ+HGHFODUHVWKLVH[SODLQLQJWKDWLIWKH
JRGVWKHPVHOYHVKDGQRWELGGHQLWKHZRXOGUHPDLQ%XWVLQFHLWKDVEHHQGLYLQHO\
GHFUHHGKHZLOOJRIRUWKLQVLVWLQJ
 
 Ƥѳ«ƫƮƨƠѹƱƠ
 ƲƤƧƬнƫƤƬƠƨƠƯҫƬƦƳƱұƬяƵƠƨԙƬƵƠƪƩƮƵƨƲцƬƷƬ
 ơƮхƪƮƫƠƨƠҏƲрƩƠƢнƯƫƤƩƠƲƠƩƲƤрƬƤƨƤƬяƵƨƪƪƤҵư
 чƢƩҫưјƪфƬƲϝїƫҳƬƳѴфƬїүƬƢфƮƳїƭћƯƮƬƤѸƦƬ
 LILWLVP\IDWH
 WRGLHDPRQJWKHVKLSVRIWKHEURQ]HFODG$FKDLDQV
 ,ZLVKLWIRUIRUWKZLWKOHW$FKLOOHVVOD\PH
 KROGLQJP\VRQLQP\DUPVDIWHU,KDYHUHOHDVHGIURPPHP\GHVLUHRIZHHSLQJ
+HUHDJDLQDOWKRXJKWKHSULYDWHVHWWLQJDOORZV+HFXEDWRFRQYH\KHUWKRXJKWVKHU
DWWHPSWWRSUHYHQWKHUKXVEDQGIURPIXOÀOOLQJKLVGXW\LVIRUELGGHQUHHPSKDVL]LQJ
WKDWZRPHQ·VDELOLW\WRH[SUHVVWKHPVHOYHVLQSULYDWHLVUHVWULFWHGE\WKHPHQ·VZLOO
7KHVHVFHQHVGHSLFWLQJWKHZRPHQRI7UR\LQWKHVHFOXVLRQRIWKHLUKRPHVQRWRQO\
GLVSOD\DQH[SHFWHGZD\RIOLIHIRUZRPHQLQDGRPHVWLFVSKHUHEXWDOVRUHYHDOWR
DQH[WHQWWKHLQQHUGHSWKVRIIHPDOHFKDUDFWHUVWKDWZRXOGQRWRWKHUZLVHUHFHLYHWKH
VDPHUHFRJQLWLRQLQSXEOLFJDWKHULQJVLQWKHHSLF7KURXJKWKHLUZHDYLQJVDQGWKHLU
ZRUGVWKHZRPHQH[SUHVVWRXFKLQJFRQFHUQVZKLFKDUHDOOWKHPRUHPRYLQJEH
FDXVHRIWKHLUKHOSOHVVQHVVLQDGGUHVVLQJWKHP%\GHOYLQJLQWRWKHLQQHUFKDPEHUV
RIWKHLUKRPHVWKHQDUUDWRUDOVRRIIHUVJOLPSVHVLQWRWKHLQQHUOLYHVRIWKHZRPHQ
ZKROLHWKHUH7KHVHZRPHQEHFRPHGHHSHUFKDUDFWHUVWRWKHUHDGHUZLWKSDWKRV

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LQYRNLQJLQQHUWKRXJKWVWKDWPDNHWKHPPRUHDFFHVVLEOHDVKXPDQVXEMHFWVVXIIHLQJ
WKHHIIHFWVRIWKHZDU
 7KHLQWHULRUFKDPEHUVRIWKHKRPHEHFRPHVRLPSRUWDQWIRULQWLPDWHGHVFULS
WLRQVRIZRPHQLQWKHHSLFEHFDXVHWKLVLVWKHIRFDOSRLQWRIWKHLUGXWLIXOGRPDLQ
:RPHQDUHDEOHWROHDYHWKHKRPHIUHHO\EXWGRVRRQO\RQXQXVXDORFFXUUHQFHV
W\SLFDOO\ZLWKWKHDFFRPSDQLPHQWRIRQHRUPRUHKDQGPDLGHQVDV$QGURPDFKH
GRHVZKHQVHDUFKLQJIRU+HFWRUDQG+HOHQZKHQVKHLVFDOOHGWRWKHZDOOV
WRZDWFKWKHEDWWOH+HFWRU·VUHDFWLRQZKHQVHDUFKLQJIRU$QGURPDFKHUH
ÁHFWVWKLVH[SHFWDWLRQWKDWFHUWDLQVSDFHVVXFKDVWKHKRPHRUWHPSOHRI$WKHQD
HVSHFLDOO\LQWKHFRPSDQ\RIRWKHUZRPHQDUHZKHUHVKHRXJKWWREH
 ҞưыƯƠƴƷƬпƱƠưчоơƦƩƮƯƳƧƠрƮƪƮưѢƩƲƷƯ
 ƠѹƶƠƣϝћƤƨƧϝѸƩƠƬƤƣфƫƮƳưƤҕƬƠƨƤƲнƮƬƲƠư
 ƮҏƣϝƤҖƯϝяƬƣƯƮƫнƵƦƬƪƤƳƩцƪƤƬƮƬїƬƫƤƢнƯƮƨƱƨƬ
 «
 ѢƩƲƷƯƣϝҜưƮҏƩћƬƣƮƬчƫхƫƮƬƠƲоƲƫƤƬыƩƮƨƲƨƬ
 ћƱƲƦїϝƮҏƣҳƬѳцƬƫƤƲҫƣҭƣƫԗӹƱƨƬћƤƨƤƬ
 ¶ƤѳƣϝыƢƤƫƮƨƣƫԗƠұƬƦƫƤƯƲоƠƫƳƧпƱƠƱƧƤ
 ӹћơƦяƬƣƯƮƫнƵƦƪƤƳƩцƪƤƬƮưїƩƫƤƢнƯƮƨƮ
 ѣоӶїưƢƠƪфƷƬѥƤѳƬƠƲоƯƷƬїуоƪƷƬ
 ѥїưяƧƦƬƠрƦưїƭƮрƵƤƲƠƨћƬƧнƤƯыƪƪƠƨ
 ƚƯԗƠұїуƪфƩƠƫƮƨƣƤƨƬүƬƧƤҳƬѴƪнƱƩƮƬƲƠƨ·

 7KXVVSHDNLQJ+HFWRUZLWKJODQFLQJKHOPZHQWDZD\
 %XWZKHQKHZDVTXLFNO\FRPLQJWRKLVZHOOGZHOOHGKRXVHV
 +HGLGQRWÀQGZKLWHDUPHG$QGURPDFKHLQWKHODUJHFKDPEHUV
 
 +HFWRUWKXVGLGQRWÀQGKLVEODPHOHVVZLIHZLWKLQ
 *RLQJKHVWRRGXSRQWKHWKUHVKROGKHVSRNHDPRQJWKHVODYHZRPHQ
 ¶&RPHRQXQHUULQJVODYHVVSHDNWRPH
 ,QZKDWZD\KDVZKLWHDUPHG$QGURPDFKHJRQHIURPWKHODUJHFKDPEHU"
 2ULQZKDWZD\KDVVKHJRQHRXWWRKHUKXVEDQG·VVLVWHUVRUWKHEHDXWLIXOO\UREHG
 ZLYHVRIKLVEURWKHUVRUWR$WKHQDWKHUHDOOWKHRWKHU
 )DLUKDLUHG7URMDQZRPHQDSSHDVHWKHIHDUIXOJRGGHVV"·
&KDUDFWHUVOLNH&KU\VHLVDQG%ULVHLVLQFRQWUDVWEHFRPHREMHFWVSDZQVLQWKHKDQGVRIPHQ
+RZHYHU%ULHLV·ODPHQWLQERRNVKRZVDSDWKRVLQGXFLQJLQVWDQFHRIDZRPDQVXIIHULQJWKH
HIIHFWVRIWKHZDUWKDWWDNHVSODFHLQSXEOLF+HUHVKHPRXUQVRYHU3DWURFOXV·GHDWKWKHORVVRI
KHURZQIDPLO\DQGKHUSUHVHQWVLWXDWLRQ+HUHDVLQWKHIXQHUDOULWXDOVLQ7UR\DW
WKHFORVHRIWKHZDUZKHUHWKHZRPHQZDLORYHU+HFWRU·VERG\IXQHUDOODPHQWVVHUYHDVDZD\IRU
ZRPHQWRH[SUHVVWKHLULQQHUIHHOLQJVLQSXEOLFDQGSULYDWH%XWDVRWKHULQVWDQFHVRI
SULYDF\LQWKHKRPHVKRZZRPHQFDQH[SUHVVJULHIPRUHSHUVRQDOO\LQSULYDWHDVZHOODVH[SUHVV
RWKHUIHHOLQJVVXFKDVDQJHUDQGIUXVWUDWLRQ
$UWKXU´(DUO\*UHHFHµ

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6LPLODUO\+HFWRU·VDVVHUWLRQWKDWKLVUROHDVDPDQRIKRQRULVWRUHWXUQWRWKHÀJKW
DQGVXEVHTXHQWFRPPDQGWKDWVKHUHWXUQWRKHURZQUROHLQWKHKRPHZKLOHKHJRHV
WRSHUIRUPKLVGXW\RQWKHEDWWOHÀHOGUHLQIRUFHVWKHJHQGHUHGVHSDUDWHQHVVRIWKH
VSKHUHVZKHUHWKH\H[HUWLQÁXHQFH%RWKDUHFRQWULEXWLQJWRWKHJRRGRIWKHIDP
LO\EXWLQGLIIHUHQWZD\V+HFWRUE\SURWHFWLQJDQGGHIHQGLQJLW$QGURPDFKHE\
VXVWDLQLQJDQGSURYLGLQJIRULWDV+HFWRUVWDWHV
 чƪƪϝƤѳưƮѹƩƮƬѳƮԏƱƠƲҫƱϝƠҏƲӸưћƯƢƠƩфƫƨƥƤ
 ѴƱƲфƬƲϝѣƪƠƩнƲƦƬƲƤƩƠұчƫƴƨфƪƮƨƱƨƩоƪƤƳƤ
 ћƯƢƮƬїƮрƵƤƱƧƠƨфƪƤƫƮưƣϝыƬƣƯƤƱƱƨƫƤƪпƱƤƨ
 ӮƱƨƫнƪƨƱƲƠƣϝїƫƮрƲƮұѻƪрԗїƢƢƤƢнƠƱƨƬ
 %XWJRLQJLQWRWKHKRXVHDWWHQGWR\RXUZRUNV
 WKHORRPDQGWKHGLVWDIIDQGFRPPDQG\RXUKDQGPDLGHQV
 WRDWWHQGWRWKHZRUNEXWZDUZLOOEHDQREMHFWRIFRQFHUQWRDOOPHQ
 HVSHFLDOO\PHWKRVHZKRZHUHERUQLQ7UR\
0DQ·VFRQFHSWLRQRIKLVGXW\WRÀJKWDQGSUHVHUYHKLVKRQRUZKLFKWKLVVWDWHPHQW
H[SUHVVHVLVIXUWKHUH[KLELWHGLQWKHSULYDWHVFHQHVWKDWRFFXUZLWKLQWKH$FKDHDQ
FDPS7KHVHJDWKHULQJVXQGHU$FKDHDQWHQWVGLIIHUVLJQLÀFDQWO\IURP7URMDQGR
PHVWLF VFHQHV+HUHZKHUHZLYHV DQG IDPLOLDO UHODWLRQVKLSV DUH ODFNLQJ WKH LQ
WHUDFWLRQV GHVFULEHG RFFXU VWULFWO\ DPRQJPHQ7KHVHPHHWLQJV XVXDOO\ WDNH WKH
IRUPRIVRPHVRUWRIQHJRWLDWLRQWRZDUGDQHQGJRDO6RPHWLPHVWKLVWDNHVSODFHDV
SHUVXDVLRQDWRWKHUWLPHVVXSSOLFDWLRQEXWWKH\DOOJHQHUDOO\IRFXVWKHLUFRQFHUQ
RQZKDWLVPDQ·VGXW\1RQHWKHOHVVGHVSLWHWKHJUHDWHUIRUPDOLW\DQGWRXJKQHVVWKDW
WKLVGLIIHUHQFHLQVSKHUHFUHDWHVWKHVFHQHVZLWKLQ$FKDHDQWHQWVUHPDLQVLPLODUWR
WKRVHLQ7URMDQKRPHV7KH\SURYLGHDGHHSHUDQGPRUHLQWLPDWHHQFRXQWHUZLWKWKH
FKDUDFWHUVZKRLQWKHVDIHW\RIWKHLUSULYDF\VKRZVLGHVRIWKHPVHOYHVWKDWXVX
DOO\UHPDLQKLGGHQXQGHUDWRXJKH[WHULRULQSXEOLFVFHQDULRVDQGDUHPRUHSURQHWR
H[SUHVVSDWKRVHYRNLQJHPRWLRQVZKHUHIHZHUH\HVPD\VHH)XUWKHUPRUHMXVWDV
WKHVFHQHVLQ7UR\SURYLGHGLQVLJKWRQWKHFXOWXUDOSUDFWLFHVRIIHPDOHGRPHVWLFLW\
WKHSULYDWHVFHQHVDPRQJWKH$FKDHDQVDOVRLQGLFDWHFXOWXUDOQRUPVDOEHLWRIDGLI
IHUHQWNLQGWKDQWKRVHGHSLFWHGLQ7UR\
 6HYHUDORIWKHPRVWUHYHODWRU\SULYDWHVFHQHVLQWKHHSLFWDNHSODFHLQ$FKLO
OHV·WHQW$VDUHVXOWWKHVHVFHQHVDERYHDOORWKHUVUHYHDOWKHPRVWDERXW$FKLO
OHVWKRXJKWKHYDOXHVDQGPRWLYDWLRQVWKDWJXLGHKLVDFWLRQVUHYHDOSUDFWLFHVWKDW
FRQFHUQDOOPHQ LQ WKHVRFLHW\ZLWKLQZKLFKKH OLYHV7KH WKUHH LQVWDQFHVZKHUH
$FKLOOHVLVLQKLVWHQWDOORFFXUDWDWLPHZKHQVRPHRQHDSSURDFKHVKLPWRPDNHD
UHTXHVWWKHHPEDVV\WR$FKLOOHVLQ%RRN3DWURFOXV·XUJLQJLQ%RRNSUHFHGHG
E\1HVWRU·VSHUVXDVLYHHQGHDYRUVWRZDUG3DWURFOXVLQ%RRNDQG3ULDP·VSOHDV

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IRUKLVVRQ·VERG\LQ%RRN,QHDFKVFHQHWKHPDQQHULQZKLFKYLVLWRUVPDNH
UHTXHVWVDQGWKHGLVFXVVLRQVWKDWIROORZYDU\EDVHGXSRQFLUFXPVWDQFHDQGWKHGLF
WDWHVRIVRFLHWDOLQWHUDFWLRQ
 ,Q%RRNXSRQ$JDPHPQRQ·VUHTXHVW2G\VVHXV3KRHQL[DQG$MD[DS
SURDFK$FKLOOHV·VKHOWHUWRSO\KLPZLWKJLIWVDQGUHDVRQXUJLQJKLPWRUHWXUQWR
EDWWOH  ,PPHGLDWHO\ WKHVKLIW LQ$FKLOOHV·EHKDYLRU LQ WKHFRPIRUWRI
KLVRZQSULYDF\LVHYLGHQWFRPSDUHGWRKLVDQJU\DQGXQ\LHOGLQJLQWHUDFWLRQVDW
WKH$UJLYHDVVHPEOLHV+LVDQJHUKDVQRWVXEVLGHGEXWKLVWHQWLVDVSDFHZKHUHKH
FDQEURRGLQKLVRZQTXLHWDQGORQHOLQHVV,QWKHYHU\ÀUVWJOLPSVHRI$FKLOOHV
LQWKLVVHWWLQJKHLVIRXQGLQQHDUVROLFLWXGHDQGSHDFHVRRWKLQJKLVKHDUWLQO\UH
DQGVRQJƲҳƬƣϝƤҖƯƮƬƴƯоƬƠƲƤƯфƫƤƬƮƬƴфƯƫƨƢƢƨƪƨƢƤрӶ«Ʋӹ҈ƢƤƧƳƫҳƬ
ћƲƤƯƤƬыƤƨƣƤƣϝыƯƠƩƪоƠчƬƣƯԙƬƗнƲƯƮƩƪƮưƣоƮѴƮѹƮưїƬƠƬƲрƮưѪƱƲƮ
ƱƨƷӹ  ´%XW WKH\ IRXQG KLP GHOLJKWLQJ KLV KHDUW ZLWK D FOHDU
O\UH«ZLWKWKLVKHZDVGHOLJKWLQJKLVKHDUWDQGKHZDVVLQJLQJDERXWWKHJORU\RI
PHQ3DWURFOXVZDVVLWWLQJRSSRVLWHDORQHLQVLOHQFHµ-XGLWK$5RVQHUSRLQWVRXW
WKDW´7KHSLFWXUHRI$FKLOOHVSOXFNLQJKLV O\UHDQGHQMR\LQJ LWVPXVLFVHSDUDWHV
DQGGLVWLQJXLVKHVKLPIURPWKHRWKHU*UHHNKHURHV,W LVGLIÀFXOW WRLPDJLQHIRU
H[DPSOH$MD[RU'LRPHGHVHQJDJHGLQVXFKDQDFWLYLW\µ,QWKHVHFXULW\RIKLV
VKHOWHU$FKLOOHVFDQOHWKLVJXDUGGRZQDQGEHPRUHUHOD[HG$FKLOOHV·UDJHDSSHDUV
HYHQPRUHVXEGXHGZKHQKHJUHHWVKLVYLVLWRUV+HUHKHLVZHOFRPLQJDGGUHVVLQJ
WKHPHQZDUPO\ZLWKZRUGVRIIULHQGVKLSƵƠрƯƤƲƮƬѩƴрƪƮƨыƬƣƯƤưѴƩнƬƤƲƮƬ
ѩƲƨƫнƪƠƵƯƤцƮѸƫƮƨƱƩƳƥƮƫоƬԗƤƯяƵƠƨԙƬƴрƪƲƠƲƮрїƱƲƮƬ
´:HOFRPH\RXDUHGHDUPHQZKRKDYHFRPHRUKRZJUHDWLV\RXQHHGPRVWGHDU
RIDOOWKH$FKDHDQVWRPHLQP\DQJHUµ
 6HWWLQJ WKHHPEDVV\ VFHQHZLWKLQ$FKLOOHV· VKHOWHUSURYLGHVDJOLPSVHRI
*UHHNFXVWRPVRIKRVSLWDOLW\$IWHUJUHHWLQJKLVJXHVWV$FKLOOHVDFWVDVDSURSHU
KRVWVKRXOG+HSUDFWLFHV[HQLDVWDQGLQJDQGJUHHWLQJWKHPZDUPO\WKHQELGGLQJ
WKHPWRVLWGULQNDQGHDWWKHLUÀOO LQFRPIRUW2QFHDJDLQ$FKLOOHV
H[SUHVVHVKRZPXFKKHYDOXHVWKHVHPHQVD\LQJƮѶƢҫƯƴрƪƲƠƲƮƨыƬƣƯƤưїƫԚ
ҐоƠƱƨƫƤƪнƧƯԗ´IRUWKHVHZKRDUHXQGHUP\URRIDUHWKHGHDUHVWPHQµ
7KHVHSUHOLPLQDU\ULWXDOVWKHSUHSDUDWLRQDQGHDWLQJRIWKHPHDOPXVWEHREVHUYHG
LQWKHLUSURSHURUGHUEHIRUHWKHUHDOLQWHQWRIWKHPHHWLQJFDQEHJLQ
 $FKLOOHV·KRVSLWDOLW\LVEDVHGXSRQWKHFXOWXUDOWUDGLWLRQVH[SHFWHGRIKLP
EXWDOVRUHOLHVRQKLVRZQYDOXHV\VWHP$VDKHURKHYDOXHVKLVRZQJUHDWQHVV
DQGKRQRUEXWWKLVVFHQHSUHVHQWVDQ$FKLOOHVZKRLVZLOOLQJWROD\KLVSULGHDVLGH
DWOHDVWPRPHQWDULO\VDIHLQWKHVHFOXVLRQRIKLVVKHOWHUIRUVRPHWKLQJKHYDOXHV
-XGLWK$5RVQHU´7KH6SHHFKRI3KHRQL[,OLDGµ3KHRQL[
,ELG
$GNLQV$:+´9DOXHV*RDOVDQG(PRWLRQVLQWKH,OLDGµ&ODVVLFDO3KLORORJ\QR

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PRUHIULHQGVKLS+HUHDPRQJWKHHPEDVV\DUHIHOORZVROGLHUVDQGFRPSDQLRQV
ZLWKZKRP$FKLOOHV FDQ UHODWHRQDPRUHSHUVRQDO OHYHO DQGSHUKDSVHYHQÀQG
VXSSRUWLQKLVIHXGZLWK$JDPHPQRQ7KH\DUHƴрƪƮƨDQGƴрƪƲƠƲƮƨ
´GHDUµDQG´GHDUHVWµWRKLPDQGWKLVHYHQVXUSDVVHVKLVZUDWK,QFRQWUDVWWR
KLVKRVWLOLW\WRZDUG$JDPHPQRQ$FKLOOHVLVPRUHUHFHSWLYHWRKHDULQJWKHVHWKUHH
PHQZKRKDYHPDGHWKHHIIRUWWRYLVLWKLPKDYHIROORZHGWKHSURSHUFXVWRPVLQ
VKRZLQJ UHVSHFW WRZDUGRQHDQRWKHUDQGZKRKDYHPDGHDQHIIRUWRQEHKDOIRI
IULHQGVKLS$FKLOOHVDOORZVKLPVHOIWREHPRUHYXOQHUDEOHDQGRSHQLQWKLVSULYDWH
VHWWLQJZKHUHKHLVOHVVVXEMHFWWRWKHUHJDUGDQGFULWLFLVPRIKLVSHHUV7KHHP
EDVV\WDNHVDGYDQWDJHRIWKLVXVLQJWKHLUOHYHUDJHDVIULHQGVWRSOD\RQ$FKLOOHV·
HPRWLRQV
 2G\VVHXVHVSHFLDOO\PDQLSXODWHV$FKLOOHV·HPRWLRQVÀUVWWRDVWLQJWRKLV
KHDOWK DQG FRPSOLPHQWLQJ WKH JRRGPHDO +H WKHQ DWWHPSWV WR SHU
VXDGH$FKLOOHVWRHQGKLVDQJU\LVRODWLRQDQGFRQWULEXWHWRWKHFRPPXQLW\DJDLQ
UHPLQGLQJ$FKLOOHVRIKLVÀOLDOGXW\ WRKLV IDWKHU WR UHVWUDLQKLVDQJHUDQGDYRLG
TXDUUHO+RZHYHU2G\VVHXVSURYRNHVGLIIHUHQWHPRWLRQVWKDQKHKDG
LQWHQGHG UDWKHU WKDQ JUDWLI\LQJ KLV SULGH WKURXJK FRPSOLPHQWV RU FUHDWLQJ JXLOW
E\UHPLQGLQJKLPRIKLVIDWKHU·VUHTXHVW2G\VVHXVLQYRNHV$FKLOOHV·UHVHQWPHQW
LQVXOWLQJKLVSULGHDQG VHQVHRIKRQRUE\EXWWHULQJKLPZLWKEULEHVRIJLIWV+H
KDGH[SHFWHG2G\VVHXVWRKDYHFRPHDVDIULHQGEXW2G\VVHXVLVPRWLYDWHGE\DQ
DJHQGDWRSHUVXDGHDQGDFWVDVDIULHQGRQO\IRUWKLVSXUSRVH$FKLOOHV·UHVSRQVH
UHMHFWLQJFUDIW\2G\VVHXVIRUVD\LQJRQHWKLQJDQGLQWHQGLQJDQRWKHUH[SUHVVHVKLV
WUXHVHQWLPHQWV+HTXHVWLRQVZK\KHPXVWSDUWLFLSDWHLQDZDUIRXJKWRYHU
WKHZLIHRIRQHPDQHVSHFLDOO\ZKHQKHLVQRWHYHQDOORZHGWRNHHSWKHZRPDQKH
ORYHV+HDOVRUHYHDOVKLVSURSKHVL]HGIDWHZKLFKFRQWULEXWHVWRKLV
LQGHFLVLRQDERXWUHWXUQLQJWREDWWOH+LVHPRWLRQDOGLVFORVXUHKROGVDOO
LQDPD]HPHQW
 3KRHQL[WRRDWWHPSWVWRSHUVXDGH$FKLOOHVXVLQJWKHLQWLPDF\RIWKLVVHW
WLQJEXWEHFDXVHRIKLVNLQFRQQHFWLRQZLWK$FKLOOHVDOUHDG\KDVDPXFKEHWWHU
HVWDEOLVKHG IULHQG UHODWLRQVKLSZLWK$FKLOOHV WKDQ2G\VVHXVEDVHGRQD VWURQJHU
ERQGRISDWHUQDOORYHDQGGXW\7KLVUHODWLRQVKLSLVVRPHWKLQJERWK3KRHQL[DQG
$FKLOOHVYDOXHZKLFK$FKLOOHVUHVSHFWVDQGLVPRUHUHVSRQVLYH WR7KRXJKKH LV
DQJU\DWWKHUHVWKHELGV3KRHQL[WRVWD\WKHQLJKWZLWKKLPDQGUHWXUQKRPHRQ
KLVVKLSLQWKHPRUQLQJ3KRHQL[XVHVWKHYDOXHKHSODFHVRQNLQVKLSWR
$GNLQV´9DOXHV*RDOVDQG(PRWLRQVµ5RVQHU´7KH6SHHFKRI3KHRQL[µ
,ELG
$GNLQV´9DOXHV*RDOVDQG(PRWLRQVµ
5RVQHU´7KH6SHHFKRI3KHRQL[µ
,ELG
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KLVDGYDQWDJHLQKLVDWWHPSWWRFRQYLQFH$FKLOOHVGUDZLQJXSRQWKHLUIDPLOLDOWLHV
DQGFUHDWLQJSDWKRVWRSHUVXDGH$FKLOOHVWRUHWXUQWRWKHÀJKW5DWKHUWKDQSHUVXD
VLRQKLVWDFWLFERUGHUVPRUHRQSOHDGLQJ,QDQRXWEXUVWRIWHDUV3KRHQL[TXHVWLRQV
KRZKHFRXOGEHOHIWEHKLQGZLWKRXW$FKLOOHVZKRPKHKDVORYHGDVRZQVRQVLQFH
KHUDLVHGKLPIURPLQIDQF\+HGHVFULEHVWKHJUHDW[HQLDRI$FKLOOHV·
IDWKHUDQGEULQJVXSDQHQGHDULQJVFHQHRIWKHUHODWLRQVKLS3KRHQL[DQGWKH\RXQJ
$FKLOOHVKDGZLWKRQHDQRWKHUƩƠрƱƤƲƮƱƮԏƲƮƬћƧƦƩƠƧƤƮԃưїƨƤрƩƤƪϝяƵƨƪƪƤԏ
їƩƧƳƫƮԏƴƨƪоƷƬ´$QG,PDGH\RXVXFKDV\RXDUHJRGOLNH$FKLO
OHV ORYLQJ\RXRXWRIP\KHDUWVLQFH\RXZHUHQRWZLOOLQJWRJRZLWKDQRWKHUµ
+HUHPLQLVFHVKRZWKHFKLOG$FKLOOHVSUHIHUUHGKLPRYHUDOORWKHUVUHIXVLQJWRJR
DQ\ZKHUHZLWKRXW3KRHQL[ZKRKDGWRIHHG$FKLOOHVKLPVHOIKLVVKLUWVRDNHGRIWHQ
ƮѷƬƮƳчƮơƪхƥƷƬїƬƬƦƨоӶчƪƤƢƤƨƬӹ´ZLWKZLQHKDYLQJEHHQVSLWRXW
LQJULHYRXVFKLOGKRRGµ3KRHQL[HQGXUHGDOOWKLVIRU$FKLOOHV·VDNHVLQFHKHKDGQR
FKLOGUHQRIKLVRZQчƪƪҫƱҭƠԃƣƠƧƤƮԃưїƨƤрƩƤƪϝяƵƨƪƪƤԏƮƨƤхƫƦƬѸƬƠƫƮр
ƮƲϝчƤƨƩоƠƪƮƨƢҳƬчƫхƬӶư´%XW,ZDVPDNLQJ\RXJRGOLNH$FKLO
OHVP\FKLOGLQRUGHUWKDW\RXZRXOGZDUGRIIXQVHHPO\UXLQIURPPHµ
 7KURXJKWKHVHPRYLQJOLQHVDQGKLVVXEVHTXHQWHQWUHDWLHV3KRHQL[KRSHVWR
UHPRYH$FKLOOHVIURPKLVDQJHUDQGSHUVXDGHKLPWRDFFHSW$JDPHPQRQ·VJLIWVDQG
UHWXUQGXWLIXOO\WRKLVSURSHUSODFHDPRQJWKH$UJLYHV)DWKHUO\3KRH
QL[·V ORYLQJSOHDVFHUWDLQO\PRYH$FKLOOHV$VDUHVXOWKHUHVSRQGVPRUHNLQGO\
WKDQKHGRHVWR2G\VVHXVWKRXJKKHVWLOOUHIXVHVWKHUHTXHVW%XWEHFDXVHKHKDV
VWLUUHGHPRWLRQVRISLW\DQGORQJLQJLQ$FKLOOHVWKURXJKUHFROOHFWLRQVRIWKHSDVW
$FKLOOHVVWLOOLQYLWHV3KRHQL[WRVWD\WKHQLJKWDQGFRQVLGHUOHDYLQJZLWKKLPLQWKH
PRUQLQJ
 $MD[ LQ KLV FRQFLVH DQG GLUHFW VSHHFK UHFRJQL]HV$FKLOOHV· VWDXQFK GH
WHUPLQDWLRQ DQG GRHV QRWZDVWH KLV EUHDWK RQ H[WHQVLYH SHUVXDVLRQ$MD[ WKLQNV
$FKLOOHVLVEHLQJXQUHDVRQDEOHVLQFHKHLJQRUHVKLVFRPUDGHV·HQWUHDWLHVWRKLPLQ
IULHQGVKLSDQGUHIXVHVDJLIWRIVHYHQJLUOVIRUWKHVDNHRIRQH$FKLOOHVUHVSHFWV
KLVZRUGVEXWVWLOOJURZVDQJU\DW$JDPHPQRQ·VVOLJKWWRKLVKRQRUDQGUHIXVHVWR
UHVSRQGWRDEULEH+HVD\VWR$MD[
 нƬƲнƲрƫƮƨƩƠƲҫƧƳƫҳƬїƤрƱƠƮƫƳƧпƱƠƱƧƠƨ
 чƪƪнƫƮƨƮѳƣнƬƤƲƠƨƩƯƠƣрƦƵфƪԗ҄фƲƤƩƤрƬƷƬ
 ƫƬпƱƮƫƠƨҠưƫϝчƱхƴƦƪƮƬїƬяƯƢƤрƮƨƱƨƬћƯƤƭƤƬ
 яƲƯƤкƣƦưҜưƤѷƲƨƬϝчƲрƫƦƲƮƬƫƤƲƠƬнƱƲƦƬ
 $OOWKLQJV\RXDSSHDUHGWRVD\KDYHWRXFKHGP\KHDUW
 EXWP\KHDUWVZHOOVXSLQDQJHUZKHQ,UHPLQGP\VHOIRIWKDWRQH
5RVQHU´7KH6SHHFKRI3KHRQL[µ
$GNLQV´9DOXHV*RDOVDQG(PRWLRQVµ
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 ZKRKHDGVWURQJGLGLOOWRPHDPRQJWKH$UJLYHV
 WKHVRQRI$WUHXVDVLI,ZHUHVRPHXQKRQRUHGYDJDERQG
7KH SULYDF\ SURYLGHG E\ WKH VHWWLQJ RI WKH HPEDVV\PHHWLQJ LQ$FKLOOHV· WHQW LV
LPSRUWDQWEHFDXVHLWDOORZVIRUDPRUHVWUDLJKWIRUZDUGFRPPXQLFDWLRQRIWKRXJKWV
ZLWKLQWKHLQWLPDF\RIIULHQGVKLS(YHQWKRXJK$FKLOOHVDFFXVHV2G\VVHXVRIQRW
EHLQJVWUDLJKWIRUZDUGLQGHHG2G\VVHXVDWRQHSRLQWQHDUO\TXRWHV$JDPHPQRQ·V
ORIW\VSHHFKYHUEDWLPUDWKHUWKDQVSHDNLQJDVDWUXHIULHQGWKHYHU\IDFWWKDW$FKLO
OHV LV IUHH WRVRFOHDUO\UHMHFW2G\VVHXVDQGSRLQWRXWKLVGHFHLWVZLWKRXWVWURQJ
UHSHUFXVVLRQV LV LQGLFDWLYH WKDW WKLV VHWWLQJ LVPXFKPRUHRSHQ WRD IUHHÁRZRI
RSLQLRQVWKDQDSXEOLFVSDFH7KLVIUHHGRPLVUHVWULFWHGE\DJUHDWHUQHHGWRUHVSHFW
UDQNDQGGHFRUXPLQDSXEOLFGLVFXVVLRQDPRQJOHDGHUVZKLFKLVOHVVQHFHVVDU\LQ
DIUDQNFRQYHUVDWLRQDPRQJIULHQGVLQWKHFRPIRUWRISULYDWHVSDFH$MD[WDNHVDG
YDQWDJHRIWKLVDYRLGLQJWKHFXVWRPDU\HORTXHQWVXSHUÁXLWLHVH[SHFWHGLQDIRUPDO
SXEOLFVSHHFKDQGFXWWLQJULJKWWRWKHSRLQW
 7KHVHWWLQJLVDOVRLPSRUWDQWEHFDXVHLWJLYHV$FKLOOHVWKHVHFXULW\WROHWKLV
JXDUGGRZQWRDGHJUHHHQRXJKWKDWPHPEHUVRIWKHHPEDVV\HVSHFLDOO\3KRHQL[
DUHDEOHWRSHQHWUDWHWKHHPRWLRQV$FKLOOHVLQKLVDQJHUZRXOGNHHSJXDUGHGEHIRUH
$JDPHPQRQ,QVXFKDQHQYLURQPHQW$FKLOOHVUHYHDOVYDOXHVWKDWDUHLPSRUWDQWWR
KLPDQGGRHVQRWKHVLWDWHWROHWKLVHPRWLRQVVKRZ3KRHQL[LVPRVWQRWDEO\VXF
FHVVIXODWVWLUULQJ$FKLOOHV·VRIWHUVLGHUHYHDOLQJDORYHIRUDQGVHQVHRIGXW\WR
IULHQGVDQGIDPLO\WKDWLVWRXFKLQJIRUVXFKDVHHPLQJO\REVWLQDWHDQGLQFRQVLGHUDWH
ZDUULRU(YHQLI3KRHQL[·VGHVSHUDWHSOHDDQGLPDJHRID\RXQJ$FKLOOHVGHSHQGHQW
RQWKHFDUHRIDQRWKHUGRHVQRWFRQYLQFHWKHQRZVWURQJDQGLQGHSHQGHQWKHURLW
FHUWDLQO\VWLOOVWULNHVDFKRUGLQWKHKHDUWRIWKHUHDGHUDWOHDVWPRYLQJWKHUHDGHUWR
IHHOV\PSDWK\IRUFKLOGOHVV3KRHQL[DQGKLVFRQÁLFWHGVWDWH7KHVHLQWLPDWHUHFRO
OHFWLRQVRI$FKLOOHV· FKLOGKRRG DQG3KRHQL[·V SHUVRQDO H[SHULHQFHV FRXOGQRW EH
H[SUHVVHGRXWVLGHVXFKDQLQWLPDWHVHWWLQJ
 7KHQHHGIRUSULYDWHVSDFHWRSURPRWHIUDQNH[FKDQJHVLVHYLGHQWDJDLQLQ
WKHVHULHVRIVFHQHVWKDWOHDG3DWURFOXVWRGRQ$FKLOOHV·DUPRULQEDWWOH:KHQ$FKLO
OHVVHQGV3DWURFOXVWR1HVWRU·VWHQWWRLQTXLUHZKRKDVEHHQZRXQGHGLQWKHÀJKW
LQJ1HVWRURXWRIKRVSLWDOLW\ELGV3DWURFOXVWRVLWEXW3DWURFOXVGHWHUPLQHGQRWWR
DQJHU$FKLOOHVE\NHHSLQJKLPZDLWLQJLQLWLDOO\UHIXVHV,Q
KLVVSHHFK1HVWRUPDNHVLQWHUPLWWHQWDOOXVLRQVWRWKH*UHHNV·DWWLWXGHWRZDUG$FKLO
OHV·VHOILVRODWLRQ7KH$UJLYHVIURZQXSRQKLVGLVVHQWLRQDQGUHIXVDOWRFRQWULEXWH
WR WKHJRRGRI WKHFRPPXQLW\ ,QRQH LQVWDQFH1HVWRU VWDWHVƠҏƲҫƯяƵƨƪƪƤҵư
ƮѹƮưƲӸưчƯƤƲӸưчƮƬпƱƤƲƠƨѩƲоƫƨƬƮѷƷƮƪƪҫƫƤƲƠƩƪƠхƱƤƱƧƠƨїƤрƩϝчҳ
ƪƠҳư҇ƪƦƲƠƨ´%XW$FKLOOHVZLOOKDYHMR\RIYDORUDORQHDQG,WKLQN
WKDWKHZLOOZHHSPDQ\WLPHVVLQFHPHQSHULVKEHFDXVHRIKLPµ$FKLOOHVPD\KDYH
EUDYHU\KHVD\VEXWKDVQRFRQFHUQIRUKLVFRXQWU\PHQ7KRXJKKLV
VRFLHW\ YDOXHV FRXUDJH WKLV FRXUDJH LVPHDQLQJOHVVZKHQ RQH UHIUDLQV IURP XV
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LQJLWIRUWKHJRRGRIKLVFRPUDGHV1HVWRU·VDGYLFHUHÁHFWVWKDWRIWKHHPEDVV\
3DWURFOXV VKRXOGXVHKLV UHODWLRQVKLSZLWK$FKLOOHV WR LQÁXHQFHKLP WR UHWXUQ WR
EDWWOH+HLQFOXGHVRQHDGGLWLRQDOVXJJHVWLRQZKLFKEHFRPHVHVSH
FLDOO\SRLJQDQWLQOLJKWRIHYHQWVWRFRPHLI$FKLOOHVVWLOOUHIXVHVWRÀJKW3DWURFOXV
VKRXOGDWOHDVWUHTXHVWXVHRI$FKLOOHV·DUPRUVRKHFDQPRWLYDWHWKH$FKDHDQVDQG
IULJKWHQWKH7URMDQV1HVWRU·VZRUGVVWLUXS3DWURFOXV·IHHOLQJVDQG
LQVSLUHGKHWDNHVWKHDGYLFHWRKHDUW
 :KHQ3DWURFOXVEULQJVWKLVPHVVDJHWR$FKLOOHVWKHSULYDF\LQZKLFKWKH
WZRPDNHWKHLUH[FKDQJHVDOORZVWKHPWRVSHDNWRRQHDQRWKHUZLWKRXWUHVHUYDWLRQV
RUSUHWHQVH:LWKRXWWKHSUHVVXUHRIRQORRNHUVWKHFRPSDQLRQVFDQOHWWKHLUHPR
WLRQVDQGZRUGVÁ\DWRQHDQRWKHUDQGWKHLUFDUHVVKRZ$FKLOOHVIRULQVWDQFHGRHV
QRWUHVSRQGZLWKWKHVDPHDIIHFWLRQVKRZQWRZDUG3KRHQL[DVRQHPLJKWH[SHFW
2QHZRXOGVXSSRVHWKDW$FKLOOHVZRXOGDGGUHVVKLPLQWKHVDPHIDPLOLDOZD\WKDW
KHGRHVWR3KRHQL[VLQFHWKH\DUHVRFORVHEXWWKLVLVQRWWKHFDVH$FKLOOHVEHKROGV
3DWURFOXVZHHSLQJXQFRQWUROODEO\DQGӝƩƲƨƯƤ ´SLWLHGµKLP+RZHYHUKLV
ZRUGVDSSHDUPRUHKDUVKDQGEHOLWWOLQJ+HOLNHQV3DWURFOXVWRDOLWWOHJLUOFU\LQJ
DQGUHDFKLQJIRUKHUPRWKHU WUHDWLQJKLPOLNHDFKLOGHYHQWKRXJKDFFRUGLQJWR
1HVWRU3DWURFOXVLVWKHHOGHU3DWURFOXVLQJUHDWGLVWUHVVHQWUHDWV
$FKLOOHVWRFRQVLGHUKLVSOHD7KRXJKKHVWLOOUHIXVHVWRHQWHUWKHÀJKW
KLPVHOIGXHWRWKHVOLJKWWRKLVKRQRUKHGRHVJUDQW3DWURFOXVWKHXVHRIKLVDUPRU
EXWZLWKRQH FDYHDW3DWURFOXVPXVWQRWJHW FDUULHG DZD\ LQ WKHJORU\RIEDWWOH
EXWPXVWUHWXUQRQFHKHKDVDFFRPSOLVKHGKLVJRDORIGULYLQJWKH7URMDQVIURPWKH
VKLSV$FKLOOHV·UHDVRQLQJFRPELQHVKLVRZQSULGHZLWKKLVFRQFHUQIRU
KLVGHDU3DWURFOXVWRGLVREH\KLPZRXOGGLPLQLVK$FKLOOHV·RZQKRQRUDQGULVN
3DWURFOXV·GHDWKRQWKHEDWWOHÀHOG
 3DWURFOXVLQKLVÀWRIHPRWLRQRYHUWKHGHVWUXFWLRQRIWKH$FKDHDQVVWDQGV
LQVKDUSFRQWUDVWWR$FKLOOHV·REVWLQDF\6HHLQJWKH$FKDHDQWURRSVIDOODURXQGWKH
VKLSVKH LVGLVWUHVVHGDW WKHLU IDWHEXWDV1HVWRUKDVSUHYLRXVO\QRWHG$FKLOOHV
DSSHDUV WR FDUH QRWKLQJ IRU WKH'DQDDQV +LVPRVW LPSRUWDQW FRQ
FHUQLVKLVRZQKRQRUDQGSULGHDOWKRXJKWKLVSDVVDJHLQGLFDWHVWKDW$FKLOOHVKDVD
WRXFKRIVRIWQHVVIRU3DWURFOXVDVKLVKHVLWDQF\DERXW3DWURFOXV·VLQYROYHPHQWLQ
WKHEDWWOHVKRZV,QWKHLUSULYDF\$FKLOOHVFDQH[SUHVVKLVFRQFHUQIRU3DWURFOXV
DOEHLWLQVXFKDKDUVKPDQQHUDVZHOODVWKHYDOXHVKHPDLQWDLQVGHVSLWHH[WHUQDO
SUHVVXUHHYHQKLVFRQFHUQIRUORYHGRQHVGRHVQRWVXUSDVV$FKLOOHV·RZQHVWHHPHG
VHOILPSRUWDQFH
 ,QWKHÀQDOSULYDWHVFHQHLQWKH,OLDG3ULDPFRPHVWRWKHVKHOWHURIKLVIRH
WREHJIRUWKHUHWXUQRIKLVVRQ·VERG\7KHLUEHKDYLRUGLVFORVHVPXFKDERXWHDFK
FKDUDFWHUWKDWZRXOGEHLPSRVVLEOHWRH[SUHVVEHIRUHWKHLUFRXQWU\PHQHLWKHU7UR
чƲƨƫфƲƤƯƮƬƣоƫƤƧпƱƤƨư´EXW\RXZLOOPDNHPHGLVKRQRUHGµ
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MDQRU*UHHNDQGDWWKHVDPHWLPHGHVFULEHVLPSRUWDQWFXOWXUDOSUDFWLFHV%HFDXVH
WKHPHHWLQJRFFXUVEHWZHHQWZRHQHPLHVWKHQRUPDORUGHURIVXFKDQLQWHUDFWLRQ
LVLQWHUUXSWHG7RDYRLGWKHULVNRIEHLQJFDSWXUHGRUVODLQEHIRUHKLVUHTXHVWFDQEH
KHDUG3ULDPWDNHVDGYDQWDJHRISULYDF\HQWHULQJXQVHHQLQWKHPLGVWRI$FKLOOHV·
GLQQHUDQGLPPHGLDWHO\EHJLQVEHVHHFKLQJ$FKLOOHVZKRVLWVDSDUWIURPKLVFRP
SDQLRQV7KHDFWRIVXSSOLFDWLRQPHQWLRQHGHOVHZKHUHLQWKHHSLF
LVGHVFULEHGLQIXOOKHUHLQGLFDWLQJWKHJUHDWJUDYLW\RIWKHVLWXDWLRQDQGWKHQHFHV
VLW\RIWKHULWXDOVLQYROYHGыƢƵƨƣϝыƯƠƱƲҫưƵƤƯƱұƬяƵƨƪƪӸƮưƪнơƤƢƮхƬƠƲƠ
ƩƠұƩхƱƤƵƤԃƯƠưƣƤƨƬҫưчƬƣƯƮƴфƬƮƳưƠѸƮѴƮƪоƠưƩƲнƬƮƬƳѺƠư 
´VWDQGLQJQHDUKLPKH WRRNWKHNQHHVRI$FKLOOHVE\WKHKDQGVDQGNLVVHG
KLVWHUULEOHDQGPDQVOD\LQJKDQGVWKDWNLOOHGPDQ\VRQVµ7KHSK\VLFDOJHVWXUHVRI
VXSSOLFDWLRQUHLQIRUFH3ULDP·VZLOOLQJQHVVWRKXPEOHKLPVHOIEHIRUHWKHPDQZKR
NLOOHGKLVVRQVDQGDWWHPSWHGWRGHÀOH+HFWRU·VERG\)RUDNLQJWRNQHHOSURQH
EHIRUHDQRWKHUDQGWDNHWKHNQHHVDQGNLVVWKHKDQGVRIRQHZKRKDVVODLQPHPEHUV
RIKLVIDPLO\LVLQGHHGDUHPDUNDEOHIHDWRIVHOIDEDVHPHQWRQHWKDWZRXOGEHGLI
ÀFXOWWRSHUIRUPLQSULYDWHPXFKOHVVLQSXEOLF7KHSULYDF\RIWKHVKHOWHUSURWHFWV
3ULDPIURPWKHVKDPHKHFRXOGUHFHLYHLIGLVFRYHUHGVXSSOLFDWLQJWRWKHHQHP\$V
9LFWRULD3HGULFNQRWHV
 WKHVLJQLÀFDQFHRIWKHVXSSOLDQW·VJHVWXUHVKHOSVH[SODLQHDFKUHFRXUVHWRWKH
 FHUHPRQ\6LJQDOLQJDVWKH\GRKLVKXPLOLW\KLVZLOOLQJQHVVWRUHOLQTXLVK
 KRVWLOLW\«DQGKLVGHVSHUDWHQHHGWKH\FDQEHWKHEDVLVIRUDQ\SOHDIRUFHGE\
 DZHDNHQHGFRQGLWLRQRULQIHULRUSRVLWLRQZKHWKHUWRDQHQHP\RUDIULHQG
3ULDP·VZLOOLQJQHVVWRKXPLOLDWHKLPVHOIEHIRUHWKHPXUGHUHURIKLVVRQVLQGLFDWHV
MXVWKRZLPSRUWDQWLW LVIRUPHPEHUVRIWKLVVRFLHW\WREHDEOHWRPRXUQWKHGH
FHDVHGZLWKWKHERG\SUHVHQWDQGWREHDEOHWRHQVXUHDSURSHUEXULDODQGIXQHUDO
+HFWRU·VIDPLO\ZDQWVWREHDEOHWRJULHYHIRUKLPSULYDWHO\LQWKHLURZQFKDPEHUV
DQG$QGURPDFKHHVSHFLDOO\ZLVKHVVKHKDGEHHQDEOHWREHZLWKKLPLQKLVÀQDO
PRPHQWV WRKHDUKLV LQWLPDWHZRUGV  2QO\ZKHQKLVERG\ LV UH
WXUQHGDUHWKH\DEOHWRVDWLVI\WKHLUORQJLQJV
3DQWHOLD´6SLQQLQJDQG:HDYLQJµ
3DQWHOLD´6SLQQLQJDQG:HDYLQJµ´:KHQWKHVXSSOLDQF\LWVHOILVWKHPDLQHYHQWRID
VFHQHZKHQLWVRXWFRPHLVPRPHQWRXVWKHFHUHPRQ\LVGHVFULEHGIXOO\(DFKJHVWXUHLVGHSLFWHG
RUWKHLQDELOLW\WRSHUIRUPDQ\LVUHPDUNHGXSRQDQGWKHVSHHFKHVRIERWKSDUWLHVDUHJLYHQ
7KHWLVEHIRUH=HXVRU3ULDPEHIRUH$FKLOOHVDUHVFHQHVLQZKLFKWKHSULPDU\IRFXVLVXSRQWKH
VXSSOLFDWLRQLWVHOIµ
9LFWRULD3HGULFN´6XSSOLFDWLRQLQWKH,OLDGDQGWKH2G\VVH\µ7UDQVDFWLRQVRIWKH$PHULFDQ
3KLORORJLFDO$VVRFLDWLRQ
6HHQRWH

9+63+VMZ
 3ULDP·VKXPLOLW\FRQWUDVWVVKDUSO\WR$FKLOOHV·SULGHDQGUHIXVDO WRVXERU
GLQDWHKLPVHOIEHIRUHDQRWKHU%XWVHHLQJDJUHDWNLQJNQHHOLQJYXOQHUDEO\EHIRUH
KLPGXHWRWKHORVVRIKLVVRQPRYHV$FKLOOHVWRSLW\$FKLOOHVPD\DOVREHPRYHG
EHFDXVHLQFRQWUDVWWR$JDPHPQRQ·VKDXJKW\EULEHU\RIJLIWV3ULDPGRHVQRWLQ
WHQG WREULEHSHU VHEXWRQO\ UDQVRPKLV VRQDVZRXOGEHH[SHFWHGDQGKRSHV
UDWKHUWRFRQYLQFHKLPWKURXJKHPRWLRQDOPHDQVWRFRPSO\E\UHPLQGLQJKLPRIKLV
RZQIDWKHU3ULDPVXFFHHGVLQVWLUULQJ$FKLOOHV·HPRWLRQҞưƴнƲƮƲԚƣϝыƯƠ
ƠƲƯҳưҐƴϝѸƫƤƯƮƬҡƯƱƤƢфƮƨƮ´7KXVKHVSRNHDQGKHDURXVHGDGHVLUH
RIZHHSLQJIRUKLVIDWKHUµ$FKLOOHVSXVKHVKLPDZD\LQGLFDWLQJWKDWKHQHHGEHJQR
ORQJHUDQGWRJHWKHUWKH\ZHHSIRUWKHLUORYHGRQHV,QWKHSULYDF\RI
KLVVKHOWHU3ULDP·VZRUGVKDYHRSHQHGDQRXWOHWIRU$FKLOOHV·JULHIDOORZLQJKLPWR
ZHHSLQIXOOXQWLOKHƠҏƲҫƯїƤрԎƠƢфƮƨƮƲƤƲнƯƤƲƮƣԃƮưяƵƨƪƪƤхưƩƠрƮѴчҳ
ƯƠрƣƷƬѩƪƧϝѸƫƤƯƮưѣƣϝчҳƢƳрƷƬ´%XWZKHQKHDYHQO\$FKLOOHV
KDGGHOLJKWHGLQVRUURZDQGWKHORQJLQJZHQWIURPKLVPLQGDQGOLPEVµ3ULDPKDV
DOVRFDXVHG$FKLOOHVWRH[SHULHQFHUHJUHWIRUQRWEHLQJKRPHWRFDUHIRUKLVIDWKHULQ
KLVROGDJH
 7KURXJK$FKLOOHV·LQWHUDFWLRQVZLWK3ULDPDGLIIHUHQWVLGHRIWKHJUHDWKHUR
EHFRPHVPRUHHYLGHQWKHLVQRZRQHZKRFDQVKRZUHVSHFWIRUDQRWKHUSDUWLFX
ODUO\DQHQHP\DQGIHHOVDVHQVHRIREOLJDWLRQWRZDUGKLVORYHGRQHVERWK3HOHXV
DQG3DWURFOXV$FKLOOHVVRVFRUQIXORIRWKHUVKDVDQHZIRXQGUHVSHFWIRU3ULDP
DQGKHPDUYHOVLQZRQGHUDWWKHROGPDQ·VFRXUDJHDQGGHWHUPLQDWLRQLQDSSURDFK
LQJKLP+HJUDQWV3ULDP·VUHTXHVWEXWKLVXVXDOWRXJKQHVV
LV HYLGHQWDVKHZDUQVKLPQRW WRSURYRNHKLVHPRWLRQV IXUWKHU ƲҷƬԏƬƫпƫƮƨ
ƫӮƪƪƮƬїƬыƪƢƤƱƨƧƳƫҳƬ҃ƯрƬӶưƫпƱƤƢоƯƮƬƮҏƣϝƠҏƲҳƬїƬұƩƪƨƱрӶƱƨƬїнƱƷ
ƩƠұѴƩоƲƦƬƤƯїфƬƲƠƋƨҳưƣϝчƪрƲƷƫƠƨїƴƤƲƫнư´1RZPD\\RX
QRWVWLUP\KHDUWLQSDLQPRUHOHVW,PLJKWQRWDOORZ\RX\RXUVHOIROGPDQLQP\
VKHOWHUDOWKRXJKEHLQJDVXSSOLDQWµ
 3ULDPHQVXUHVKLVUHTXHVWLVKHDUGEXWEHIRUHWKH\FDQGLVFXVVWKHGHWDLOVLQ
IXOOWKH\PXVWREVHUYHJXHVWKRVWREOLJDWLRQV7KHPHQPXVWVLWHDWLQJDQGGULQN
LQJWRVDWLVIDFWLRQEHIRUHSURFHHGLQJ7KHH[WHQWRIWKLVKRVSLWDOLW\LVUHPDUNDEOH
$FKLOOHVKDVDFRPSOHWHO\QHZPHDOSUHSDUHGHYHQWKRXJKKHKDGEHHQGLQLQJDW
WKHWLPHRI3ULDP·VDUULYDO,WLVVSHFLÀFDOO\QRWDEOHWKDW$FKLO
OHVDGKHUHVWRWKHSUDFWLFHRI[HQLDHYHQIRUWKHNLQJRIKLVHQHPLHV,WVKRZVWKH
DPRXQWRIUHVSHFWKHPDLQWDLQVDVZHOODVWKHYDOXHSODFHGRQULWXDOVLQFHWKHULWXDO
PXVWQRWEHLJQRUHGDQGPXVWEHSHUIRUPHGEHIRUHGLVFXVVLRQFDQFRQWLQXH3ULDP
KLPVHOIH[KLELWVDJUHDWGHDORIWUXVWE\HDWLQJDQGGULQNLQJLQ$FKLOOHV·SUHVHQFH
ZLWKRXWIHDURIDQDWWDFNRIUDJHRYHUSRZHULQJKLP2QO\DIWHUWKH\KDYHHDWHQWKHLU
ÀOODQGDUHOHIWJD]LQJDWRQHDQRWKHULQFRQWLQXHGDPD]HPHQWDQGUHVSHFWFDQWKH\
3HGULFN´6XSSOLFDWLRQLQWKH,OLDGµ
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FRPSOHWHWKHLUDUUDQJHPHQWV$WWKLVWLPHDIWHUWKH\KDYHFRPSOHWHG
WKHULWXDO3ULDPUHTXHVWVDVSDFHWRVOHHSDQG$FKLOOHVSURSRVHVWRKROGRIIZDU
XQWLOWKHHQGRI+HFWRU·VIXQHUDO7KH\VHWWOHDOOORRVHHQGVZLWK$FKLOOHVPDNLQJ
DUUDQJHPHQWVIRU3ULDPWRUHVWFRQFHDOHGIURPGHWHFWLRQDQGWKHWZRKDYLQJHVWDE
OLVKHGDWZHOYHGD\DUPLVWLFH
 3ULYDWHVSDFHVDVWKLVHVVD\HQGHDYRUVWRVKRZDUHQRWHZRUWK\GXHWRWKH
UROHWKH\SHUIRUPLQWKHHSLF:KDWRFFXUVLQWKHLUFRQWH[WLQFRPSDULVRQWRZKDW
WDNHVSODFHLQSXEOLFVFHQHVRIIHUVLQVLJKWLQWRWKHLQQHUOLYHVRIWKHHSLF·VFKDU
DFWHUVSRLQWLQJRXWYDOXHVDQGFXVWRPVWKDWDUHLPSRUWDQWWRWKHP$FKLOOHVIRU
H[DPSOH YDOXHV LQGLYLGXDOLVP KRQRU JORU\ DQGSULGH DV KH H[SUHVVHV ERWK LQ
SXEOLFDQGLQSULYDWHEXWLQSULYDWHVFHQHVKHDOVROHWVDVRIWHUVLGHVKRZLQZKLFK
KHDOORZVKLPVHOIWREHYXOQHUDEOHDQGPRUHRSHQDQGORYLQJWRRWKHUV,Q3ULDP
UHDGHUVGLVFRYHUWKHGHGLFDWLRQRIDJUHDWNLQJZKRLVZLOOLQJWRKXPEOHKLPVHOI
DQGULVNKLVRZQOLIHEHFDXVHWKHEXULDORIKLVVRQLVPRUHLPSRUWDQWWKDQKLVSULGH
$OOWKHVHSULYDWHVFHQHVFXOWLYDWHVHOIH[SUHVVLRQEXWLQYDULRXVZD\V7KHZRPHQ
LQWKHHSLFVSHFLÀFDOO\$QGURPDFKHDQG+HOHQDUHVDIHVWWRH[SUHVVWKHLUWUXHVHQ
WLPHQWVDQGIHDUVLQSULYDWHDVDUHVXOWRIGLIIHUHQFHVLQJHQGHUUROHV7KHLUIHHOLQJV
VXUIDFHHVSHFLDOO\WKURXJKWKHLUFUHDWLYLW\LQZHDYLQJ)RUWKHPHQZKRDUHIUHHUWR
YRLFHWKHLURSLQLRQVRXWORXGSULYDF\RIIHUVDQRSSRUWXQLW\IRULQGHSWKGLVFXVVLRQ
DQGWKHHQYLURQPHQWWRSHUVXDGHRQDPRUHSURIRXQGOHYHO
 7KHVFHQHVH[KLELWDEVWUDFWYDOXHVDQGFRQFUHWHSUDFWLFHVWKDWDUHKHOGGHDU
ERWKWRWKHLQGLYLGXDOVZLWKLQWKHPDQGWRVRFLHW\DVDZKROHDPRQJWKHVHIULHQG
VKLSDQGSDWHUQDOORYH[HQLDVXSSOLFDWLRQDQGIXQHUDOULWXDOV7KH\DOVRLQGLFDWH
EDVHGRQWKHGLIIHUHQFHVLQDWWLWXGHEHWZHHQ$FKLOOHVDQGKLVSHHUVWKDWWKHVRFLHW\
GHSLFWHGLQWKH,OLDGYDOXHGWKHJRRGRIWKHFRPPXQLW\RYHUWKHLQGLYLGXDOLVPDQG
LVRODWLRQ$FKLOOHVPDLQWDLQHG)LQDOO\WKHVHVFHQHVVLQFHWKH\SURYLGHDQHQYLURQ
PHQWLQZKLFKFKDUDFWHUVDUHPRUHZLOOLQJWRGLVFORVHWKHLUWUXHIHHOLQJVWKDQWKH\
DUHLQSXEOLFDUHRIWHQWKHPRVWHPRWLRQDOO\PRYLQJDQGSDWKRVLQYRNLQJRIWKH
HSLFRWKHUWKDQSHUKDSVSXEOLFGHDWKVFHQHV,QWKHPDUHIRXQGPHQPRYHGWR
WHDUVZRPHQZRUU\LQJIRUWKHLUIDPLOLHVDQGWKHLUIXWXUHVNLQJVUHGXFHGWREHJ
JDUVLQGLYLGXDOVPDNLQJFKRLFHVWKDWZLOOKDUPWKHPLQWKHIXWXUHDQGDOOFKDUDF
WHUVDWWLPHVH[SUHVVLQJDORYHRUDWOHDVWUHVSHFWIRURQHDQRWKHUWKDWVXUSDVVHV
VHOIDEVRUSWLRQDQGJUHHG
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$GNLQV$:+´9DOXHV*RDOVDQG(PRWLRQVLQWKH,OLDGµ&ODVVLFDO3KLORORJ\QR
 
$UWKXU0DU\OLQ%´(DUO\*UHHFH7KH2UJLQVRIWKH:HVWHUQ$WWLWXGHWRZDUG:RPHQµ,Q7KH
 $UHWKXVD3DSHUVHGLWHGE\-RKQ3HUDGRWWRDQG-36XOOLYDQ1HZ<RUN681<3UHVV
 
*UHJRU\(OL]DEHWK´8QUDYHOOLQJ3HQHORSH7KH&RQVWUXFWLRQRIWKH)DLWKIXO:LIHLQ+RPHU·V
 +HURLQHVµ+HOLRVQR
3HGULFN9LFWRULD´6XSSOLFDWLRQLQWKH,OLDGDQGWKH2G\VVH\µ7UDQVDFWLRQVRIWKH$PHULFDQ3KLOR
 ORJLFDO$VVRFLDWLRQ
3DQWHOLD0DULD&´6SLQQLQJDQG:HDYLQJ,GHDVRI'RPHVWLF2UGHULQ+RPHUµ7KH$PHULFDQ
 -RXUQDORI3KLORORJ\QR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
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
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5RLVPDQ+DQQD0´+HOHQLQWKH,OLDG&DXVD%HOOLDQG9LFWLPRI:DU)URP6LOHQW:HDYHUWR
 3XEOLF6SHDNHUµ$PHULFDQ-RXUQDORI3KLORORJ\QR
5RVQHU-XGLWK$´7KH6SHHFKRI3KHRQL[,OLDGµ3KHRQL[
$ERXWWKH$XWKRU
.HOO\6FKPLGW &ODVVRI LV D VWXGHQW LQ WKH+RQRUV%DFKHORURI$UWVSUR
JUDPPDMRULQJLQ+LVWRU\DQGPLQRULQJLQ3KLORVRSK\DQG3HDFH6WXGLHV6KHLV
D&RPPXQLW\(QJDJHG)HOORZDQG%UXHJJHPDQ)HOORZDQGVKHYROXQWHHUVLQWKH
FRPPXQLW\ZLWKPXVHXPVDQGOLYLQJKLVWRU\LQWHUSUHWDWLRQ$IWHUJUDGXDWLRQ.HOO\
LVFRQVLGHULQJJUDGXDWHVFKRRODQGDPXVHXPFDUHHU´3ULYDF\LQ WKH,OOLDGµZDV
VSRQVRUHGE\'U5HEHFFD0XLFK$VVLVWDQW3URIHVVRURI&ODVVLFV
6RFLDO&RPSDULVRQRQ)DFHERRN
7KH(IIHFWVRQ6WDWH6HOI(VWHHPDQG0RRG
&NJMZ4IVMU[
$EVWUDFW
)DFHERRNSUHVHQWVDYLUWXDOYHQXHIRUVRFLDOFRPSDULVRQ6HYHUDOVWXGLHVKDYHGLV
FRYHUHGWKDWIUHTXHQW)DFHERRNXVHLVFRUUHODWHGZLWKORZVHOIHVWHHP,WZDVK\
SRWKHVL]HGWKDWDIWHUYLHZLQJWKHXSZDUGFRPSDULVRQSUR¿OHORZVHOIHVWHHPLQGL
YLGXDOV/RZ6(VZRXOGKDYHORZVWDWHVHOIHVWHHPDQGH[SHULHQFHQHJDWLYHDIIHFW
ZKLOH+LJK6(VZRXOGQRWEHLQÀXHQFHG3DUWLFLSDQWVYLHZHGRQHRIWZR)DFHERRN
SUR¿OHVGLIIHULQJRQO\E\WKHSKRWRJUDSKVWRFUHDWHGRZQZDUGLQGLYLGXDOSLFWXUHG
DORQHDQGXSZDUGFRPSDULVRQV LQGLYLGXDOSLFWXUHGZLWKRWKHUV$ +LJKYV
/RZ6([8SZDUGYV'RZQZDUGVRFLDOFRPSDULVRQ$129$LQGLFDWHGWKDW
WKHUHZHUHVLJQL¿FDQWGLIIHUHQFHVLQ&XUUHQW7KRXJKW6FDOH&76VFRUHVDQGQHJD
WLYHDIIHFWVFRUHVEHWZHHQ+LJKDQG/RZ6(JURXSVEXWQRVLJQL¿FDQWGLIIHUHQFHV
E\SUR¿OHW\SHZLWK/RZ6(VH[SHULHQFLQJORZHU&76VFRUHVDQGPRUHQHJDWLYH
6HH5HIHUHQFHVDQG
;-859ROXPH-XO\


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DIIHFWWKDQ+LJK6(V$QRWKHU¿QGLQJZDVDQHJDWLYHFRUUHODWLRQEHWZHHQWKH)DFH
ERRN,QWHQVLW\VFDOH)%,DQGWKHVRFLDOVXEVFDOHRIWKH&76U S 
/LPLWDWLRQVRIWKLVVWXG\LQFOXGHDIDLUO\VPDOOVDPSOHVL]HDQGWKHHIIHFWLYHQHVVRI
WKH)DFHERRNSUR¿OHWRFUHDWHDPHDQLQJIXOVRFLDOFRPSDULVRQ7KHUDSLGHYROXWLRQ
RIVRFLDOPHGLDDQGLWVLQÀXHQFHRQIHDWXUHVVXFKDVVHOIHVWHHPUHPDLQVDQLPSRU
WDQWEXWFRPSOH[DUHDRIVWXG\
,QWURGXFWLRQ
 6HOIHVWHHPDSHUVRQ¶VRYHUDOOVHOIHYDOXDWLRQRUVHQVHRIVHOIZRUWKLVD
YLWDODVSHFWRIDSHUVRQ¶VLGHQWLW\EHFDXVHLWFRQWULEXWHVWRKRZKHRUVKHUHVSRQGVWR
HYHU\GD\HYHQWVDQGKRZKHRUVKHHYDOXDWHVKLPRUKHUVHOILQFRPSDULVRQWRRWK
HUV$UHODWHGFRQFHSWVRFLDOFRPSDULVRQLVWKHHYDOXDWLRQRIRQH¶VRZQEHKDYLRU
DELOLWLHVH[SHUWLVHDQGRSLQLRQVE\FRPSDULQJRQHVHOIWRRWKHUV6RFLDOFRPSDUL
VRQFDQHLWKHUEHXSZDUGRUGRZQZDUGGHSHQGLQJRQWKHUHIHUHQFHRIFRPSDULVRQ
XSZDUGFRPSDULVRQVWHQGWRWKUHDWHQVHOIHVWHHPEHFDXVHWKHLQGLYLGXDOLVFRPSDU
LQJWRVRPHRQHZKRPWKH\FRQVLGHUEHWWHUWKDQWKHPVHOYHVZKLOHGRZQZDUGFRP
SDULVRQVSURWHFWVHOIHVWHHP6RFLDOFRPSDULVRQVWXGLHVKDYHFRQ¿UPHGWKDWWKHUH
DUHGLIIHUHQFHVLQKRZLQGLYLGXDOVZLWKKLJKDQGORZWUDLWVHOIHVWHHP+LJK6(V
DQG/RZ6(VPDLQWDLQWKHLUVWDWHVHOIHVWHHPZKLFKLVDWHPSRUDU\ÀXFWXDWLRQLQ
VHOIHVWHHP:KHQXQIDYRUDEOHVRFLDOFRPSDULVRQVDUHUHODWLYHO\PLOGERWKKLJK
DQGORZVHOIHVWHHPLQGLYLGXDOVDUHDEOHWRUDLVHWKHLUVHOIHYDOXDWLRQV+RZHYHU
RQO\ LQGLYLGXDOVZLWK KLJK WUDLW VHOIHVWHHP FDQ HIIHFWLYHO\ UDLVH WKHLU RZQ VHOI
HYDOXDWLRQVDIWHUSDUWLFXODUO\XQIDYRUDEOHXSZDUGFRPSDULVRQV6HOIHVWHHPFDQ
EHHYDOXDWHGRQ WKHEDVLVRIYDULRXV IDFWRUVRIVHOILGHQWLW\ VXFKDVDSSHDUDQFH
UHODWLRQVKLSVRUSHUIRUPDQFH,WLVH[SHFWHGWKDWLIRQH¶VVHOIHVWHHPLVFRQWLQJHQW
RQDVSHFL¿FIDFWRUWKHQH[SHULHQFLQJSRVLWLYHDQGQHJDWLYHHYHQWVUHODWHGWRWKLV
IDFWRUZRXOGOHDGWRFKDQJHVLQVWDWHVHOIHVWHHP
6HH5HI
6HH5HI
,ELG
6HH5HI
6HH5HI
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 )DFHERRND6RFLDO1HWZRUNLQJ6LWH616KDVSUHVHQWHGDYLUWXDOYHQXH
IRUVHOISUHVHQWDWLRQDQGVRFLDOFRPSDULVRQ6LQFHLWVIRXQGLQJLQLWKDVEH
FRPH WKHPRVW SRSXODU616ZLWK RYHU  ELOOLRQ DFWLYHPRQWKO\PHPEHUV7KH
VLWHDOORZVPHPEHUVWRFRPPXQLFDWHZLWKIULHQGVDQGFUHDWHDSUR¿OHGLVSOD\LQJ
SHUVRQDOLQIRUPDWLRQLQWKHIRUPRIVWDWXVHVSKRWRJUDSKVDQGFRPPHQWV7KHYLU
WXDO616FUHDWHVDFRQWUROOHGVHWWLQJIRULQGLYLGXDOVWRH[SUHVVWKHLULGHDOVHOYHV
DQGFRQJUXHQWZLWKWKLVLGHDSUHYLRXVUHVHDUFKUHSRUWVWKDWSUR¿OHVFRQWDLQPDLQO\
VHOISURPRWLRQDOFRQWHQW5HVHDUFKHUVLQSV\FKRORJ\*RQ]DOHVDQG+DQFRFNLQ
YHVWLJDWHGKRZYLHZLQJRQH¶VRZQ)DFHERRNSUR¿OHDIIHFWVVHOIHVWHHP&RQWUDU\
WRSUHYLRXV¿QGLQJVRQ2EMHFWLYH6HOI$ZDUHQHVVLQZKLFKVHOIHVWHHPZDVGLPLQ
LVKHGDIWHUVHOIHYDOXDWLRQ*RQ]DOHVDQG+DQFRFNIRXQGWKDWSDUWLFLSDQWV¶VHOIHV
WHHPZDVHQKDQFHGDIWHUYLHZLQJWKHLU)DFHERRNSUR¿OHV7KHDXWKRUVEHOLHYHWKDW
SDUWLFLSDQWVHQJDJHLQVHOHFWLYHVHOISUHVHQWDWLRQRQ)DFHERRNWKHUHE\H[SODLQLQJ
WKHLQFUHDVHLQVHOIHVWHHPDIWHUYLHZLQJWKHLGHDOVHOIWKH\KDYHFUHDWHGRQWKHLU
RZQSUR¿OH
 :KLOH)DFHERRNXVHUV UHSRUW VSHQGLQJ VRPH WLPHPDLQWDLQLQJ WKHLURZQ
SUR¿OHWKH\DOVRUHSRUWWKDWWKHPDMRULW\RIWKHLUWLPHRQWKHVLWHLVVSHQW
EURZVLQJRWKHUV¶SUR¿OHV3HPSHN<HUPROD\HYDDQG&DOYHUWUHVHDUFKHUVLQSV\
FKRORJ\DVNHGFROOHJHVWXGHQWV WRFRPSOHWHDGLDU\OLNHPHDVXUHHDFKGD\IRUD
ZHHN UHJDUGLQJ WKHLU)DFHERRNXVH7KH\ IRXQG WKDW VWXGHQWV VSHQWPRUH WLPH
EURZVLQJRWKHUV¶SUR¿OHVWKDQDFWXDOO\SRVWLQJFRQWHQWRUGLUHFWO\LQWHUDFWLQJZLWK
SHHUV7KH\DOVRGLVFRYHUHG WKDW VWXGHQWVFRPPXQLFDWHG WKURXJKDRQHWRPDQ\
VW\OHZKHUHWKH\FUHDWHGDQGGLVSOD\HGFRQWHQWLQWHQGHGIRUWKHLUIULHQGVEURDG
FDVWLQJYDULRXVIRUPVRILQIRUPDWLRQ
 *LYHQWKHDPRXQWRIEURZVLQJWKDWWKH\GRVWXGHQWVPD\FRPSDUHWKHP
VHOYHV WRRWKHUV¶ LGHDOVHOYHVDV WKH\DUHGLVSOD\HGLQ WKHLUSUR¿OHVZKLFKFRXOG
DIIHFWVHOIHVWHHP6HYHUDOVWXGLHVKDYHH[SORUHGWKHUHODWLRQVKLSEHWZHHQVHOIHV
WHHPDQG)DFHERRNXVHDQGWKHVHVWXGLHVKDYHIRXQGWKDWIUHTXHQW)DFHERRNXVH
LVFRUUHODWHGZLWKORZVHOIHVWHHP3V\FKRORJLVWV9DONHQEXUJ3HWHUDQG6FKRXWHQ
H[SORUHGWKHUHODWLRQVKLSEHWZHHQVRFLDOQHWZRUNLQJXVHDGROHVFHQWV¶ZHOOEHLQJ
DQGVRFLDOVHOIHVWHHPE\FROOHFWLQJLQIRUPDWLRQRQWKHIUHTXHQF\RIORJJLQJRQWR
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HIDQG
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WKHVLWHIUHTXHQF\DQGWRQHRIIULHQGUHDFWLRQVDQGUHSRUWHGVRFLDOVHOIHVWHHP
7KH\PHDVXUHGVRFLDOVHOIHVWHHPDVDGROHVFHQWV¶HYDOXDWLRQRIWKHLUVHOIZRUWKRU
VDWLVIDFWLRQZLWKWKUHHGLPHQVLRQVRIWKHPVHOYHVSK\VLFDODSSHDUDQFHURPDQWLFDW
WUDFWLYHQHVVDQGWKHDELOLW\WRIRUPDQGPDLQWDLQFORVHIULHQGVKLSV7KHIUHTXHQF\
RI)DFHERRNXVHKDGDQLQGLUHFWLPSDFWRQDGROHVFHQWV¶VRFLDOVHOIHVWHHPDQGZHOO
EHLQJGHSHQGLQJRQSRVLWLYHRUQHJDWLYH)DFHERRNFRPPHQWVWKDWWKH\UHFHLYHG
IURPWKHLUSHHUV3RVLWLYHIHHGEDFNRQSUR¿OHVZDVFRUUHODWHGZLWKHQKDQFHGVRFLDO
VHOIHVWHHPDQGZHOOEHLQJZKLOHQHJDWLYHIHHGEDFNZDVFRUUHODWHGZLWKGHFUHDVHG
VHOIHVWHHPDQGZHOOEHLQJ
 &RQVLVWHQWZLWKWKHVH¿QGLQJV0HKGL]DKDUHVHDUFKHULQSV\FKRORJ\IRXQG
WKDWORZVHOIHVWHHPZDVDVVRFLDWHGZLWKIUHTXHQW)DFHERRNXVHDQGVHOISURPR
WLRQDOFRQWHQWLQWKHPDLQSKRWRVHFWLRQRQSUR¿OHV0HKGL]DKDGPLQLVWHUHGWKH
5RVHQEHUJ6HOIHVWHHP6FDOHJDWKHUHGLQIRUPDWLRQRQIUHTXHQF\RI)DFHERRNXVH
DQGUDWHGWKHSDUWLFLSDQWV¶SUR¿OHSDJHVZLWK/LNHUWVFDOHVIRUVHOISURPRWLRQDOFRQ
WHQW6HOISURPRWLRQDOFRQWHQWZDVLGHQWL¿HGDVZULWWHQRUYLVXDOLQIRUPDWLRQWKDW
VHHPHGWRHPSKDVL]HRQH¶VRZQSRVLWLYHTXDOLWLHV6KHFRGHG¿YHIHDWXUHVRIWKH
)DFHERRNSUR¿OHVWKH$ERXW0HVHFWLRQWKH0DLQ3KRWRWKH¿UVWSLFWXUHVRQ
WKH3KRWRVRI0HVHFWLRQWKH1RWHVVHFWLRQDQGWKH6WDWXV8SGDWHVVHFWLRQ0H
KGL]DKIRXQGWKDWVHOIHVWHHPZDVFRUUHODWHGRQO\ZLWKWKH0DLQ3KRWRVHFWLRQEH
FDXVHVHOISURPRWLRQDOFRQWHQWLQ0DLQ3KRWRVLVQRUPDWLYHZKLOHVHOIHQKDQFLQJ
FRPPHQWVDUHOHVVOLNHO\LQRWKHUVHFWLRQVRIWKHSUR¿OH
 3V\FKRORJLVWV(OOLVRQ6WHLQ¿HOGDQG/DPSHVLPLODUO\IRXQGWKDWORZVHOI
HVWHHPZDVFRUUHODWHGZLWKLQWHQVLYH)DFHERRNXVHZKLFKZDVGHWHUPLQHGZLWKWKH
)DFHERRN,QWHQVLW\6FDOHWKH\GHYHORSHG7KHVFDOHDVNVTXHVWLRQVDERXWWKHIUH
TXHQF\RIDQLQGLYLGXDO¶V)DFHERRNXVDJHVXFKDVWKHQXPEHURIORJLQVSHUGD\
)XUWKHUPRUHWKH\VXJJHVWHGWKDWORZVHOIHVWHHPLQGLYLGXDOVPD\SHUFHLYHSRVL
WLYHEHQH¿WVIURPWKHVRFLDORSSRUWXQLWLHVSURYLGHGE\)DFHERRNDQGWKHUHIRUHEH
PRUHOLNHO\WRXWLOL]HWKH616,QDIROORZXSVWXG\6WHLQ¿HOG(OOLVRQDQG/DPSH
FROOHFWHGGDWDDW WZRSRLQWVD\HDUDSDUW7KH\GLVFRYHUHGWKDWSDUWLFLSDQWVUH
SRUWHGVSHQGLQJVLJQL¿FDQWO\PRUHWLPHSHUGD\DFWLYHO\XVLQJWKH,QWHUQHWEHWZHHQ
DQG7KH\DOVR IRXQG WKDWXVHUVZLWK ORZHU VHOIHVWHHPJDLQHGPRUH
IURPWKHLU)DFHERRNXVDJHWKDQKLJKHUVHOIHVWHHPLQGLYLGXDOV/RZVHOIHVWHHP
LQGLYLGXDOVPD\XVH)DFHERRNPRUHIUHTXHQWO\EHFDXVHLWPD\EHSHUFHLYHGDVD
6HH5HI
6HH5HI
6HH5HI
6HH5HI
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OHVVWKUHDWHQLQJVRFLDOYHQXHGXHWRLWVYLUWXDOQDWXUHDQGDELOLW\WRFRQWUROIHDWXUHV
RIVHOISUHVHQWDWLRQ
 $VSUHYLRXVO\GLVFXVVHGVHOIHVWHHPFDQEHFRQWLQJHQWRQVSHFL¿FIDFWRUV
VXFKDVDSSHDUDQFHSHUIRUPDQFHDQGUHODWLRQVKLSV3V\FKRORJLVWV6WHIDQRH/DFN
DII DQG5RVHQ H[SORUHG KRZYDU\LQJ FRQWLQJHQFLHV RI VHOIZRUWK H[SODLQ RQOLQH
EHKDYLRU 3DUWLFLSDQWV LQ WKH VWXG\ FRPSOHWHG WKH&RQWLQJHQFLHV RI 6HOI:RUWK
VFDOH GHYHORSHGE\&URFNHU DQG:ROIHZKLFKPHDVXUHV VHYHQGRPDLQV RI FRQ
WLQJHQFLHV IRU VHOIHVWHHP6WHIDQRHHWDOGLYLGHG WKHVHFRQWLQJHQFLHV LQWR WZR
VHSDUDWHIDFWRUVSULYDWHDQGSXEOLFVSKHUH3ULYDWHVSKHUHFRQWLQJHQFLHVFRQVLVWHG
RIIDPLO\YLUWXHDQG*RG¶VORYHDQGZHUHLQYHUVHO\UHODWHGWRWLPHVSHQWRQOLQH
3XEOLFVSKHUHFRQWLQJHQFLHVLQFOXGHGFRPSHWHQF\FRPSHWLWLRQDQGDSSURYDOIURP
JHQHUDOL]HGRWKHUV7KHVHIDFWRUVH[SODLQHGRQOLQHSKRWRVKDULQJEHKDYLRUV$GGL
WLRQDOO\SKRWRVKDULQJEHKDYLRURQOLQHKDGWKHVWURQJHVWFRUUHODWLRQWRWKHDSSHDU
DQFHFRQWLQJHQF\7KHLUUHVHDUFKGHPRQVWUDWHVWKHLPSRUWDQFHRISKRWRVKDULQJRQ
)DFHERRNHVSHFLDOO\LIVHOIHVWHHPLVGHSHQGHQWRQSXEOLFVSKHUHFRQWLQJHQFLHV
 :KLOHLQGLYLGXDOVZLWKORZVHOIHVWHHPPD\FKRRVHWRXVH)DFHERRNPRUH
IUHTXHQWO\ VRPH UHVHDUFK VXJJHVWV WKDW )DFHERRN XVH PD\ GDPDJH VHOIHVWHHP
ZKHQLWLVFRQWLQJHQWRQDSDUWLFXODUIDFWRU5HVHDUFKHUV3HWWLMRKQ,,/D3LHQH3HW
WLMRKQDQG+RUWLQJGHVLJQHGDVWXG\WRWHVWWKHUHODWLRQVKLSEHWZHHQWKHLQWHQVLW\RI
)DFHERRNXVHDQGDVSHFL¿FFRQWLQJHQF\RIVHOIHVWHHPFDOOHG)ULHQGVKLS&RQWLQ
JHQW6HOI(VWHHPXVLQJWKH)ULHQGVKLS&RQWLQJHQW6HOIHVWHHP6FDOH3UHYLRXV
UHVHDUFKKDVVKRZQWKDWLIVHOIHVWHHPLVFRQWLQJHQWRQDVSHFL¿FIDFWRUHVSHFLDOO\
DQH[WHUQDOIDFWRUWKDWLVQRWGLUHFWO\FRQWUROOHGE\WKHLQGLYLGXDOWKHQWKHLQGLYLGXDO
LVPRUHOLNHO\WRH[SUHVVGHSUHVVLYHV\PSWRPV)XUWKHUPRUHWKH)&6(6KDVSUH
YLRXVO\EHHQFRUUHODWHGZLWKGHSUHVVLYHV\PSWRPV3HWWLMRKQ,,HWDOIRXQGDSRVL
WLYHFRUUHODWLRQEHWZHHQ)DFHERRNLQWHQVLW\DQGIULHQGVKLSFRQWLQJHQWVHOIHVWHHP
LQOLQHZLWKRWKHUSUHYLRXVUHVHDUFKRQORZVHOIHVWHHPDQG)DFHERRN7KHDXWKRUV
VXJJHVWWKDWLQFUHDVHG)DFHERRNXVHPD\OHQGLQGLYLGXDOVWRÀXFWXDWLQJVHOIHVWHHP
OHYHOVDQGWRZDUGVUXPLQDWLRQZKLFK LVDGHSUHVVLYHV\PSWRP7KLVFRXOGKDYH
VHULRXVLPSOLFDWLRQVIRULQGLYLGXDOVZLWKIULHQGVKLSFRQWLQJHQWVHOIHVWHHPZKRIUH
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HI
6HH5HI
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TXHQWO\XWLOL]H)DFHERRNDQGRWKHU616VVLQFHSRVWVIURPWKHLUIULHQGVPD\FDXVH
DÀXFWXDWLRQLQVHOIHVWHHPDQGHYHQFDXVHGHSUHVVLYHV\PSWRPV
 2WKHUUHVHDUFKVXJJHVWVWKDWPRUHWLPHVSHQWRQ)DFHERRNPD\EHUHODWHG
WRSRRUHPRWLRQDODQGDFDGHPLFDGMXVWPHQW LQ IUHVKPDQDQGVRSKRPRUHFROOHJH
VWXGHQWV3V\FKRORJLVWV.DOLSLGRX&RVWLQDQG0RUULVLQYHVWLJDWHGWKHUHODWLRQVKLS
EHWZHHQ)DFHERRNVHOIHVWHHPDQGFROOHJHDGMXVWPHQWLQXQGHUJUDGXDWHVWXGHQWV
7KH\GLVFRYHUHGWKDWWKHLQWHQVLW\RI)DFHERRNXVHLQFOXGLQJWLPHDQGHPRWLRQ
DOLQYROYHPHQWZDVUHODWHGWRORZHUVHOIHVWHHP7KHDXWKRUVDOVRIRXQGWKDWWKH
QXPEHURI)DFHERRNIULHQGVZDVQHJDWLYHO\DVVRFLDWHGZLWKHPRWLRQDODQGDFDGHP
LFDGMXVWPHQWIRU¿UVW\HDUVWXGHQWV\HWZDVSRVLWLYHO\UHODWHGWRVRFLDODGMXVWPHQW
DQGDWWDFKPHQW WR WKH LQVWLWXWLRQ IRUXSSHUFODVVPHQ8QGHUFODVVPHQVSHQGPRUH
WLPHRQ)DFHERRN\HWXSSHUFODVVPHQKDYHPRUH)DFHERRNIULHQGV7KHLUUHVHDUFK
VXJJHVWVWKDWXSSHUFODVVPHQZKRDUHPRUHVRFLDOO\DGMXVWHGWRWKHFROOHJHHQYLURQ
PHQWDQGXVH)DFHERRNWRPRUHHIIHFWLYHO\FRQQHFWZLWKSHHUVWKDQXQGHUFODVVPHQ
 6LQFH VWXGHQWV VSHQGDPDMRULW\RI WKH WLPHRQ)DFHERRNEURZVLQJ WKHLU
IULHQGV¶FRQWHQWWKH\PD\HQJDJHLQDUHÀHFWLYHSURFHVVVLPLODUWRVRFLDOFRPSDUL
VRQ,QGLYLGXDOVW\SLFDOO\SUHVHQWWKHLULGHDOVHOYHVRQWKHLUSUR¿OHV7KHUHIRUHDVD
)DFHERRNXVHUFRPSDUHVKLVKHUVHOIWRRWKHUV¶LGHDOVHOYHVDVGLVSOD\HGRQWKHLUSUR
¿OHVWKH\PD\H[SHULHQFHQHJDWLYHDIIHFWDQGDGHFOLQHLQWKHLUVWDWHVHOIHVWHHP
3UHYLRXVUHVHDUFKKDVIRFXVHGPDLQO\RQFRUUHODWLRQDOUHVHDUFKDQGFRQVHTXHQWO\
DFDXVDOUHODWLRQVKLSEHWZHHQORZVHOIHVWHHPDQG)DFHERRNXVHFDQQRWEHGHWHU
PLQHG,W LVXQFOHDUZKHWKHU/RZ6(VXWLOL]H)DFHERRNPRUHIUHTXHQWO\EHFDXVH
RIWKHVRFLDOLQWHUDFWLRQVLWSURYLGHVRU)DFHERRNXVHFDXVHVORZHUVHOIHVWHHPEH
FDXVHRIVRFLDOFRPSDULVRQ
 7KHJRDORIWKHSUHVHQWVWXG\ZDVWRH[DPLQHWKHLPSDFWRIYLHZLQJGLIIHU
HQWW\SHVRILQIRUPDWLRQRQ)DFHERRNSUR¿OHVRQVWDWHVHOIHVWHHPDQGPRRG:KLOH
WKHUHKDYHEHHQVHYHUDOFRUUHODWLRQDOVWXGLHVWKDWKDYHH[SORUHG)DFHERRNDQGVHOI
HVWHHPWKHSUHVHQWVWXG\H[SHULPHQWDOO\PDQLSXODWHG)DFHERRNSUR¿OHVDVXSZDUG
GRZQZDUGDQGQHXWUDOVRFLDOFRPSDULVRQVWRPHDVXUHWKHHIIHFWVRQSDUWLFLSDQWV¶
VWDWH VHOIHVWHHPDQG LQLWLDOPRRG ,WZDVH[SHFWHG WKDW/RZ6(VZRXOGH[SHUL
HQFHDGHFOLQH LQ VWDWH VHOIHVWHHP IRU WKHXSZDUGFRPSDULVRQSUR¿OHZKLOH IRU
GRZQZDUGFRPSDULVRQSUR¿OHVWKH\ZRXOGH[SHULHQFHDQLQFUHDVHLQVHOIHVWHHP
5HODWHGWRVHOIHVWHHPÀXFWXDWLRQVLWZDVK\SRWKHVL]HGWKDWXSZDUGFRPSDULVRQV
ZRXOGHOLFLWQHJDWLYHDIIHFWZKLOHGRZQZDUGFRPSDULVRQVZRXOGHOLFLWPRUHSRVL
WLYHDIIHFW,WZDVSUHGLFWHGWKDWWKHQHXWUDOSUR¿OHZRXOGQRWFDXVHHLWKHUJURXSWR
ÀXFWXDWHLQVWDWHVHOIHVWHHP
6HH5HI

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0HWKRG
3DUWLFLSDQWV
 7KHVDPSOHFRQVLVWHGRIXQGHUJUDGXDWHFROOHJHVWXGHQWVUHFUXLWHGXV
LQJ WKH;DYLHU8QLYHUVLW\3V\FKRORJ\'HSDUWPHQW3DUWLFLSDQW3RROZHUH
IHPDOHDQGZHUH&DXFDVLDQ$FROOHJHVWXGHQWVDPSOH LVSUHIHUDEOHIRU WKLV
W\SHRIVWXG\EHFDXVHXQGHUJUDGXDWHFROOHJHVWXGHQWVIUHTXHQWO\XVH)DFHERRN,Q
IDFWRIWKHUHVSRQGHQWVUHSRUWHGFXUUHQWO\KDYLQJD)DFHERRNDFFRXQW0RUH
GHWDLOHGLQIRUPDWLRQDERXWWKHVDPSOHLVSURYLGHGLQ7DEOH
0DWHULDOV
5RVHQEHUJ6HOI(VWHHP6FDOH
 7KH5RVHQEHUJ6HOIHVWHHP6FDOHLVDLWHP/LNHUWVFDOHZLWKHDFKLWHP
DQVZHUHGRQDIRXUSRLQW/LNHUWVFDOH VWURQJO\GLVDJUHH VWURQJO\DJUHH
,WLVZLGHO\XVHGWRPHDVXUHWUDLWVHOIHVWHHP7KHWHVWKDVKLJKYDOLGLW\ZLWKWHVW
UHWHVWFRUUHODWLRQVDUHW\SLFDOO\LQWKHUDQJHRIWRDQG&URQEDFK¶VDOSKDIRU
YDULRXVVDPSOHVDUHLQWKHUDQJHRIWR6DPSOHLWHPVLQFOXGH³2QWKHZKROH
,DPVDWLV¿HGZLWKP\VHOI´DQG³$WWLPHV,WKLQN,DPQRJRRGDWDOO´
)DFHERRN3UR¿OHV
 7KHUHVHDUFKHUFUHDWHGWKH)DFHERRNSUR¿OHVXVLQJD3RZHU3RLQWWHPSODWH
LQRUGHUIRUWKHSUR¿OHVWRORRNDVUHDOLVWLFDVSRVVLEOH7KHWKUHH)DFHERRNSUR¿OHV
GLIIHUHGRQO\E\ WKHFRQWHQWRISKRWRJUDSKV OLQLQJ WKH WRSRI WKHSUR¿OHSDJH ,W
ZDVGHWHUPLQHGWRIRFXVRQWKHSKRWRJUDSKVRQWKHSUR¿OHVLQFHDSUHYLRXVVWXG\
FRQGXFWHG E\ 3HPSHN<HUPROD\HYD DQG&DOYHUW UHSRUWHG WKDW WKH WRS DFWLYLW\
SHUIRUPHGHDFKZHHNZDVORRNLQJDWRWKHUSUR¿OHVDQGWKHVHFRQGPRVW
IUHTXHQWDFWLYLW\ZDVORRNLQJDWSKRWRV)XUWKHUPRUHLQDVWXG\
6HH5HI
6HH5HI
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FRQGXFWHGE\(OOLVRQ6WHLQ¿HOGDQG/DPSHRYHURISDUWLFLSDQWVUHVSRQGHG
WKDWWKHLUSUR¿OHFRQWDLQVDSLFWXUHZLWKWKHPDQGRWKHUV
 7KHGRZQZDUGFRPSDULVRQSUR¿OHVKRZHGWKHLQGLYLGXDODORQHWKHXSZDUG
FRPSDULVRQSUR¿OHSLFWXUHGWKHLQGLYLGXDOZLWKRWKHUVDQGWKHQHXWUDOSUR¿OHGLV
SOD\HGSKRWRJUDSKVRIQDWXUHQHXWUDOSKRWRJUDSKV7KLVPDQLSXODWLRQZDVLQWHQGHG
WRLOOLFLWGLIIHULQJW\SHVRIVRFLDOFRPSDULVRQEDVHGRQSDUWLFLSDQW¶VSHUFHSWLRQVRI
WKH LQGLYLGXDO¶VVRFLDELOLW\7KHRWKHUFRQWHQWRQ WKHSUR¿OH SDJH WKDW UHPDLQHG
FRQVLVWHQWIRUHDFKFRQGLWLRQZDVLQWHQGHGWREHQHXWUDOWRLVRODWHWKHHIIHFWVRIWKH
SKRWRJUDSKVRQVHOIHVWHHP\HWZHUHVHOHFWHGLQRUGHUWREHDVUHDOLVWLFWR)DFHERRN
DVSRVVLEOH7KHSUR¿OHLQFOXGHGWKHLQGLYLGXDO¶VVFKRRODI¿OLDWLRQ;DYLHU8QLYHU
VLW\SODFHRIHPSOR\PHQW&RIIHH(PSRULXP\HDURIJUDGXDWLRQVWDWXVXSGDWHV
WKDWUHÀHFWHGW\SLFDOFROOHJHDFWLYLWLHVVWXG\LQJZDWFKLQJWKHJDPHDQGKRPHIRU
WKHZHHNHQGDQG³OLNHV´;DYLHU8QLYHUVLW\6WXGHQW$FWLYLWLHV&RXQVHO0XVLF
DQG7UDYHO%HIRUH WKH)DFHERRNSDJHDSSHDUHGSDUWLFLSDQWVZHUH LQVWUXFWHG WR
LPDJLQHWKDWWKH\ZHUHXVLQJWKHLURZQ)DFHERRNDQGFOLFNHGRQDIULHQG¶VSUR¿OH
7KH\ZHUHWROGWRVWXG\WKHIROORZLQJSUR¿OHDQGEHSUHSDUHGWRDQVZHUTXHVWLRQV
3$1$6;
 3DUWLFLSDQWV¶ FXUUHQWPRRG RU WKHLU VWDWH DIIHFWZDVPHDVXUHG XVLQJ WKH
3RVLWLYH$IIHFW1HJDWLYH$IIHFW6FKHGXOH([SDQGHG)RUP7KLVLVDLWHPVFDOH
WKDWKDVSDUWLFLSDQWVLQGLFDWHWKHH[WHQWWRZKLFKWKH\FXUUHQWO\IHHODFHUWDLQZD\
VDPSOH LWHPV ³DQJU\´ ³VDG´ ³H[FLWHG´ RQ D¿YHSRLQW/LNHUW VFDOH  YHU\
VOLJKWO\RUQRWDWDOO H[WUHPHO\7KH3$1$6; LQFOXGHVDLWHPJHQHUDO
GLPHQVLRQVFDOH QHJDWLYHDIIHFWSRVLWLYHDIIHFW DVZHOO DV VHYHUDORWKHU
GLYLVLRQVRIHPRWLRQZLWKYDULRXVDGMHFWLYHVWRGHVFULEHHDFKHJEDVLFQHJDWLYH
HPRWLRQVFDOHVIHDUKRVWLOLW\JXLOWDQGVDGQHVVDQGEDVLFSRVLWLYHHPRWLRQVFDOHV
MRYLDOLW\VHOIDVVXUDQFHDQGDWWHQWLYHQHVV7KHDOSKDUHOLDELOLWLHVIRUERWKVFDOHV
DUHKLJKJHQHUDOO\UDQJLQJIURPWRIRU3RVLWLYH$IIHFWDQGIURPWR
IRU1HJDWLYH$IIHFW
6HH5HI
6HH5HI
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&XUUHQW7KRXJKWV6FDOH
 3DUWLFLSDQW¶VVWDWHVHOIHVWHHPDPHDVXUHRIKRZWKH\IHHODERXWWKHPVHOYHV
LQWKHPRPHQWZDVDVVHVVHGXVLQJWKH&XUUHQW7KRXJKWV6FDOH7KLVLWHPVFDOH
DVNVSDUWLFLSDQWVWRLQGLFDWHRQD¿YHSRLQW/LNHUWVFDOHWKHGHJUHHWRZKLFKHDFK
RIWKHLWHPVDUHWUXHIRUWKHPDWWKHSUHVHQWPRPHQW7KHVFDOHLQFRUSRUDWHVWKUHH
IDFWRUVRIVHOIHVWHHPSHUIRUPDQFHVHOIHVWHHPVRFLDOVHOIHVWHHPDQGDSSHDUDQFH
VHOIHVWHHP7KHVFDOHKDVDFFHSWDEOHLQWHUQDOFRQVLVWHQF\DOSKD DQGLW LV
UHVSRQVLYHWRWHPSRUDU\FKDQJHVLQVHOIHYDOXDWLRQ6DPSOHLWHPVLQFOXGH³,IHHO
FRQ¿GHQWDERXWP\DELOLWLHV´DQG³,DPZRUULHGDERXWZKHWKHU,DPUHJDUGHGDVD
VXFFHVVRUIDLOXUH´
6RFLDO6HOI(VWHHP,QYHQWRU\
 7KH6RFLDO6HOI(VWHHP,QYHQWRU\ZDVDGPLQLVWHUHGWRDVVHVVVRFLDOVHOI
HVWHHP7KHLWHPVFDOHDVNVSDUWLFLSDQWVWRUDWHYDULRXVLWHPVFRQFHUQLQJVRFLDO
VLWXDWLRQVRQDVL[SRLQW/LNHUWVFDOHRQWKHGHJUHHWRZKLFKWKH\DUHVLPLODU 
FRPSOHWHO\XQOLNHPH H[DFWO\OLNHPH/DZVRQHWDO¶VUHVHDUFKGHPRQVWUDWHG
WKDWWKHWHVWUHWHVWUHOLDELOLW\IRUDXQLYHUVLW\VDPSOHDFURVVDRQHPRQWKSHULRGZDV
KLJK6DPSOHLWHPVIURPWKLVVFDOHLQFOXGH³,DPVRFLDOO\HIIHFWLYH´DQG³,
PDNHIULHQGVHDVLO\´
)DFHERRN,QWHQVLW\6FDOH
 7KH)DFHERRN,QWHQVLW\VFDOHZDVDOVRXVHGWRJDWKHULQIRUPDWLRQDERXW
KRZRIWHQ)DFHERRNLVXVHGDQGWKHQXPEHURI)DFHERRNIULHQGV,W LVDQHLJKW
LWHPVFDOHZKHUHSDUWLFLSDQWVXVHD¿YHSRLQW/LNHUWVFDOHWRLQGLFDWHWKHH[WHQWWR
ZKHWKHUWKH\DJUHHZLWKWKHVWDWHPHQWVDERXW)DFHERRNEHKDYLRUV6DPSOHLWHPV
LQFOXGH³)DFHERRNLVSDUWRIP\HYHU\GD\DFWLYLW\´DQG³$SSUR[LPDWHO\KRZPDQ\
WRWDO)DFHERRNIULHQGVGR\RXKDYH"´
6HH5HI
6HH5HI
6HH5HI

4IVMU[4PDJBM$PNQBSJTPOPO'BDFCPPL
3URFHGXUH
 3DUWLFLSDQWVFRPSOHWHGWKHVWXG\RQOLQHYLDWKHZHEVLWH6XUYH\*L]PRLQ
FRQMXQFWLRQZLWKVHYHUDORWKHUXQUHODWHGVWXGLHV7KH5RVHQEHUJ6HOIHVWHHP6FDOH
ZDVFRPSOHWHG¿UVW WRDVVHVVZKHWKHUSDUWLFLSDQWVZHUHKLJKRUORZLQWUDLWVHOI
HVWHHP6XUYH\*L]PRWKHQUDQGRPO\DVVLJQHGSDUWLFLSDQWVLQWRRQHRIWKUHHFRQ
GLWLRQVZKLFKGHWHUPLQHGZKLFKW\SHRI)DFHERRNSUR¿OHKHRUVKHZRXOGYLHZ
0DQLSXODWLRQFKHFNTXHVWLRQVZHUHGHYHORSHGLQRUGHUWRHQVXUHWKDWSDUWLFLSDQWV
WKRURXJKO\UHDGWKHSUR¿OH,QRUGHUWRGHWHUPLQHLQYDOLGGDWDIRUSDUWLFLSDQWVZKR
GLGQRWDGHTXDWHO\YLHZWKHVWLPXOLPDWHULDORIWKH)DFHERRNSUR¿OHIRXUPDQLSX
ODWLRQFKHFNTXHVWLRQVWHVWHGSDUWLFLSDQWV¶NQRZOHGJHRIWKHLQGLYLGXDOGHVFULEHG
LQWKHSUR¿OH3DUWLFLSDQWVZHUHTXDOL¿HGRQWKHEDVLVRIWZRTXHVWLRQVRXWRIWKH
IRXUEHLQJDQVZHUHGFRUUHFWO\2XWRISDUWLFLSDQWVWKHGDWDRIWKUHHSDUWLFLSDQWV
ZHUHFRQVLGHUHGLQYDOLG7KHUHZHUHDOVRIRXUTXHVWLRQVLQFOXGHGLQWKHPDQLSXOD
WLRQFKHFNWRGHWHUPLQHLQLWLDOSHUFHSWLRQVRIWKHLQGLYLGXDOLQWKHSUR¿OH7KHVH
TXHVWLRQVDVNHGSDUWLFLSDQWVWRUDWHWKHLQGLYLGXDORQVHYHUDOFKDUDFWHULVWLFVRQD
SRLQW/LNHUWVFDOHIURPVWURQJO\DJUHH WRVWURQJO\GLVDJUHHDQGLQFOXGHGTXHV
WLRQVVXFKDV³0LFKHOOHLVDJRRGVWXGHQW´DQG³0LFKHOOHKDVPDQ\IULHQGV´
 7KH3$1$6;ZDVWKHQDGPLQLVWHUHGLQRUGHUWRGHWHUPLQHWKHLQLWLDOPRRG
RIWKHSDUWLFLSDQW7KH&XUUHQW7KRXJKWV6FDOHDQGWKH6RFLDO6HOIHVWHHP,QYHQ
WRU\ZHUHFRPSOHWHGWRDVVHVVVWDWHVHOIHVWHHPIROORZLQJWKHVRFLDOFRPSDULVRQ$
YDULHW\RIGHPRJUDSKLFLQIRUPDWLRQZDVFROOHFWHGDWWKHHQGRIWKHVWXG\LQFOXGLQJ
LQIRUPDWLRQDERXWSDUWLFLSDQW¶V)DFHERRNXVHVXFKDVZK\WKH\XVH WKHVLWHDQG
KRZRIWHQWKH\XVHLW

5HVXOWV
 7KHIUHTXHQF\RI)DFHERRNXVHZDVKLJKLQWKHVDPSOHZLWKRIVWX
GHQWV UHSRUWHG KDYLQJ D )DFHERRN DFFRXQW  RI WKH VWXGHQWV UHSRUWHG WKDW
WKH\KDGEHHQDPHPEHURQ)DFHERRNIRUJUHDWHUWKDQWKUHH\HDUV7KHPDMRULW\RI
SDUWLFLSDQWVDOVRUHSRUWHGWKDWWKH\FKHFNWKHLU)DFHERRNDFFRXQWGDLO\2Q
DYHUDJHWKH\ORJJHGRQWR)DFHERRNWLPHVSHUGD\DQGVSHQWDQDYHUDJH
RI¿YHPLQXWHVSHU ORJLQ 'HWDLOHG LQIRUPDWLRQDERXW WKH IUHTXHQF\RI
)DFHERRNXVHIRUWKLVVDPSOHLVLQFOXGHGLQ7DEOH
 6WXGHQWVXWLOL]H)DFHERRNIRUYDULRXVUHDVRQVDQGWKHPRVWFRPPRQUHD
VRQVVHOHFWHGIRUXVLQJ)DFHERRNRQDUHJXODUEDVLVDUHOLVWHGLQ7DEOH7DEOH
GLVSOD\V WKHPHDQVFRUHVRI WKHPHDVXUHVXVHGLQ WKHVWXG\ WKH5RVHQEHUJ6HOI

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HVWHHP6FDOH&XUUHQW7KRXJKWV6FDOH6RFLDO6HOIHVWHHP,QYHQWRU\DQG)DFHERRN
,QWHQVLW\6FDOH
 2QHZD\$129$VRQWKHPDQLSXODWLRQFKHFNTXHVWLRQVDVNLQJDERXW0L
FKHOOH¶VOHYHORIVRFLDELOLW\ZHUHXVHGWRGHWHUPLQHLIWKHSUR¿OHVZHUHSHUFHLYHG
DVGLIIHUHQW$RQHZD\$129$LQGLFDWHG WKDWSDUWLFLSDQWV UDWHG WKHXSZDUGYV
GRZQZDUGSUR¿OHVDVUHÀHFWLQJVWDWLVWLFDOO\VLJQL¿FDQWO\GLIIHUHQWOHYHOVRIVRFLD
ELOLW\) S +RZHYHUWKHQHXWUDOSUR¿OHZDVQRWSHUFHLYHGDV
GLIIHUHQWIURPWKHGRZQZDUGFRPSDULVRQSUR¿OH,WZDVGHWHUPLQHGWKDWWKH³QHX
WUDO´SUR¿OHZKLFKZDVLQFOXGHGLQWKHVWXG\DVDFRQWUROJURXSLQIDFWZDVQRW
SHUFHLYHGDVQHXWUDOE\WKHSDUWLFLSDQWV7KHUHIRUHWKHQHXWUDOSUR¿OHZDVH[FOXGHG
IURPVXEVHTXHQWDQDO\VHV
 7RVRUWSDUWLFLSDQWVRQWKHEDVLVRIWUDLWVHOIHVWHHPWRFRPSOHWHWKHUHVWRI
WKHDQDO\VHVTXDUWLOHVZHUHFRPSXWHGWRGHWHUPLQHWKHORZHUDQGXSSHUH[WUHPLWLHV
RIWKH5RVHQEHUJVHOIHVWHHPVFRUHVDWRWDOVFRUHRI7KHWRSRIWKHVDPSOH
VFRUHGDERYHQ DQGZHUHFRQVLGHUHG+LJK6(VZKLOHWKHERWWRPRI
WKHVDPSOHVFRUHGEHORZQ DQGZHUHFRQVLGHUHG/RZ6(V
 ,QRUGHUWRIXUWKHUDQDO\]HWKHGLIIHUHQFHVLQWKHIUHTXHQF\ZLWKZKLFK+LJK
DQG/RZ6(VXWLOL]H)DFHERRNFKLVTXDUHVDQGWWHVWVZHUHFRPSXWHG&KLVTXDUH
DQDO\VHVLQGLFDWHGWKDW/RZ6(VVSHQGVLJQL¿FDQWO\PRUHWLPHSHU)DFHERRNORJ
LQWKDQ+LJK6(VS 7KHUHVXOWVRIWKHFKLVTXDUHDQDO\VLVDUHGLVSOD\HGLQ
)LJXUH7KLVZDVWKHRQO\VWDWLVWLFDOO\VLJQL¿FDQWGLIIHUHQFHEHWZHHQVHOIHVWHHP
JURXSVEDVHGRQWKHYDULRXVGHVFULSWLYHLQIRUPDWLRQJDWKHUHGUHJDUGLQJ)DFHERRN
XVH$GGLWLRQDOO\LQGHSHQGHQWVDPSOHWWHVWVLQGLFDWHGQRVLJQL¿FDQWGLIIHUHQFHVLQ
)%,VFRUHVW S HYHQWKRXJK/RZ6(VVFRUHGVOLJKWO\KLJKHURQ
WKHPHDVXUH0 6' WKDQ+LJK6(V0 6' 
 $VHULHVRI+LJKYV/RZ6([8SZDUGYV'RZQZDUGVRFLDOFRP
SDULVRQ$129$VZHUHFRPSXWHGLQRUGHUWRGHWHUPLQHGLIIHUHQFHVEHWZHHQWKH
JURXSVLQVFRUHVRQWKH&XUUHQW7KRXJKW6FDOH6RFLDO6HOIHVWHHP,QYHQWRU\DQG
3$1$6;DIWHUYLHZLQJWKH)DFHERRNSUR¿OH7KHUHZDVDVLJQL¿FDQWGLIIHUHQFHLQ
&76VFRUHVEHWZHHQ+LJKDQG/RZ6(JURXSV) S EXWWKHUH
ZDVQRVLJQL¿FDQWGLIIHUHQFHE\SUR¿OHW\SH) S QRUZDVWKHUHDQ
LQWHUDFWLRQHIIHFWEHWZHHQSUR¿OHW\SHDQGWUDLWVHOIHVWHHP) S 
7DEOHSUHVHQWV WKHPHDQVRI WKH&76VFRUHVEHWZHHQJURXSV6LPLODUO\ D[
$129$GHPRQVWUDWHGWKDWWKHUHZHUHVLJQL¿FDQWGLIIHUHQFHVLQ6RFLDO6HOIHVWHHP
,QYHQWRU\VFRUHVEHWZHHQWKH+LJKDQG/RZ6(JURXSV) S 
\HWQRWRQWKHEDVLVRISUR¿OHW\SH) S 7KHUHZHUHVLJQL¿FDQWGLI
IHUHQFHVLQQHJDWLYHDIIHFWEHWZHHQ+LJKDQG/RZ6(V) S ZLWK

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/RZ6(VH[SHULHQFLQJPRUHQHJDWLYHDIIHFWWKDQ+LJK6(V7DEOHGLVSOD\VWKH
PDUJLQDOPHDQVEHWZHHQ+LJKDQG/RZ6(JURXSVIRUQHJDWLYHDIIHFW
7DEOH5DFHJHQGHUDQGVWXGHQWVWDWXVGHPRJUDSKLFLQIRUPDWLRQ
&DWHJRU\ 3HUFHQWDJH
5DFH $VLDQ3DFL¿F,VODQGHU 
%ODFN$IULFDQ$PHULFDQ 
&DXFDVLDQ 
+LVSDQLF 
2WKHU0XOWLUDFLDO 
'HFOLQHWRUHVSRQG 
*HQGHU 0DOH 
)HPDOH 
6WXGHQW
6WDWXV
)UHVKPDQ 
6RSKRPRUH 
-XQLRU 
6HQLRU 
1RQWUDGLWLRQDOVWXGHQW 

7DEOH7KHIUHTXHQF\RI)DFHERRN)%XVH
&DWHJRU\ 3HUFHQWDJH
)UHTXHQF\RIFKHFNLQJ
)%
+RXUO\ 
'DLO\ 
)HZWLPHVSHUZHHN 
)HZWLPHVSHUPRQWK 
/RJLQVSHUGD\ -DQ 
$SU 
6HS 

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 
$OZD\VORJJHGLQ 
7LPHVSHQWSHUORJLQ PLQXWHV 
PLQXWHV 
PLQXWHV 
KRXU 
7DEOH3HUFHQWRIVWXGHQWUHVSRQVHVUHJDUGLQJZK\WKH\XVH)DFHERRNRQD
UHJXODUEDVLVWKH\ZHUHLQVWUXFWHGWRFKHFNDOOWKDWDSSOLHG
&DWHJRU\ 3HUFHQWDJHRI
UHVSRQVHV
(QWHUWDLQPHQW 
3URFUDVWLQDWLRQ 
&RPPXQLFDWLQJZLWKIULHQGV 
&RPPXQLFDWLQJZLWKIDPLO\ 
5HFRQWDFWLQJROGIULHQGV 
(PSOR\PHQWQHWZRUNLQJ 
$GYHUWLVHPHQWDQGSURPRWLRQV 
(YHQWSODQQLQJ 
$SSVDQG*DPLQJ3ODWIRUP 
7DEOH0HDQVFRUHVRQ5RVHQEHUJ6HOIHVWHHP6FDOH&XUUHQW7KRXJKW6FDOH
6RFLDO6HOIHVWHHP,QYHQWRU\DQG)DFHERRN,QWHQVLW\6FDOH
0HDVXUH 0HDQ6'
5RVHQEHUJ6HOIHVWHHP6FDOH 
&XUUHQW7KRXJKW6FDOH 
6RFLDO6HOIHVWHHP,QYHQWRU\ 
)DFHERRN,QWHQVLW\6FDOH 

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7DEOH&RUUHODWLRQVDPRQJWKHVFDOHVXVHGLQWKHVWXG\
6FDOHV      
5RVHQEHUJ
&76 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'LVFXVVLRQ
 7KHFXUUHQWVWXG\H[SHULPHQWDOO\PDQLSXODWHG)DFHERRNSUR¿OHVWRUHÀHFW
GLIIHUHQWOHYHOVRIVRFLDELOLW\WRGHWHUPLQHLIYLHZLQJ)DFHERRNSUR¿OHVFRQWULEXWHV
WRVWDWHVHOIHVWHHPDQGPRRG7KHUHVXOWVLQGLFDWHWKDW+LJKDQG/RZ6(VGLIIHU
LQKRZWKH\PDLQWDLQWKHLUVHOIHVWHHPDIWHUYLHZLQJD)DFHERRNSUR¿OHEXWWKHUH
ZDVQRLQGLFDWLRQWKDWWKHW\SHRIFRPSDULVRQXSZDUGRUGRZQZDUGDIIHFWHGWKH
LQGLYLGXDO¶VVWDWHVHOIHVWHHPVLJQL¿FDQWO\&RQVLVWHQWZLWKSDVWUHVHDUFKWUDLWVHOI
HVWHHP VLJQL¿FDQWO\ DIIHFWHG LQGLYLGXDOV¶ VWDWH VHOIHVWHHP $GGLWLRQDOO\ WUDLW
VHOIHVWHHPLQÀXHQFHGWKHDPRXQWRIQHJDWLYHDIIHFWWKDWLQGLYLGXDOVH[SHULHQFHG
DIWHUYLHZLQJDSUR¿OHZLWKORZ6(VH[SHULHQFLQJPRUHQHJDWLYHDIIHFWWKDQKLJK
6(V
 7KLVVWXG\DOVRFROOHFWHGLQIRUPDWLRQDERXWKRZDQGZK\VWXGHQWVXVH)DFH
ERRN7KLVVWXG\GLVFRYHUHGWKDWWKHPDMRULW\RIVWXGHQWVFKHFNHGWKHLU)DFHERRN
DFFRXQWGDLO\DQGVSHQWDQDYHUDJHRI¿YHPLQXWHVSHUORJLQ7KLVLQIRUPDWLRQLQ
GLFDWHVWKDW)DFHERRNKDVEHHQLQWHJUDWHGLQWRWKHGDLO\URXWLQHRIFROOHJHVWXGHQWV
3UHYLRXVUHVHDUFKKDVYDULHGLQWKHDPRXQWRIWLPHWKDWVWXGHQWVUHSRUWVSHQGLQJ
RQ)DFHERRNGDLO\ IURPDSSUR[LPDWHO\PLQXWHV WRPLQXWHV:KLOH
ERWKRIWKHSUHYLRXVVWXGLHVZHUHFRQGXFWHGZLWKXQGHUJUDGXDWHVWXGHQWVSHUKDSV
WKHIUHTXHQF\RI)DFHERRNXVHYDULHVEDVHGRQWKHVDPSOHHJSULYDWHYVSXEOLF
XQLYHUVLWLHVVWXGHQWV¶DJHVDQGVWXGHQWV¶DPRXQWRIIUHHWLPH$GGLWLRQDOO\VLQFH
WKHUHKDYHEHHQVHYHUDORWKHU616VWKDWKDYHEHFRPHSRSXODUDQGZLGHO\XWL
OL]HGE\VWXGHQWVSHUKDSVDVDVXEVWLWXWHIRU)DFHERRNHJ7ZLWWHUDQG,QVWDJUDP
6HH5HI
6HH5HI
6HH5HI

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7KHVHIDFWRUVVKRXOGEHH[SORUHGLQIXWXUHUHVHDUFKWR LGHQWLI\ WKHSUHIHUHQFHRI
HDFK616DQGWKHDPRXQWRIWLPHEHLQJVSHQWRQHDFK
 7KHSUHVHQWVWXG\VXJJHVWVWKDWWKHFXUUHQW)DFHERRN,QWHQVLW\6FDOHQHHGV
WREHXSGDWHGWRLQFRUSRUDWHDZLGHUUDQJHRI)DFHERRNXVH7KHPHDQVFRUHRQWKH
)DFHERRN,QWHQVLW\6FDOHZKLFKZDVZLGHO\XVHGLQSUHYLRXVUHVHDUFKZDV
RXWRIDVFRUHRIZLWKDVWDQGDUGGHYLDWLRQRI7KHVFDOHVKRXOGEHUHYLVHG
LQRUGHUWRJLYHDPRUHDFFXUDWHUHSUHVHQWDWLRQRIDQRYHUDOOLQFUHDVHLQ)DFHERRN
XVHDFURVVWKHXQGHUJUDGXDWHVWXGHQWSRSXODWLRQSHUKDSVE\LQFOXGLQJPRUHTXHV
WLRQVRQDZLGHUUDQJHRIUHVSRQVHRSWLRQVHJSRLQW/LNHUWVFDOHUDWKHUWKDQD
SRLQW$GGLWLRQDOO\VLQFHRIWKHVWXGHQWVKDGEHHQDPHPEHURQ)DFHERRN
IRUJUHDWHUWKDQWKUHH\HDUVQHDUO\KDOIRIVWXGHQWVKDGEHWZHHQDQG
)DFHERRNIULHQGVZKLOH LQSUHYLRXVVWXGLHV LQGLYLGXDOV UHSRUWHGDQDYHUDJH
RI)DFHERRNIULHQGV2QHTXHVWLRQRQWKH)DFHERRNLQWHQVLW\VFDOHDVNV
DERXWWKHQXPEHURI)DFHERRNIULHQGVZKLFKPD\QRWEHDQLQGLFDWRURIIUHTXHQF\
RI)DFHERRNXVHEXW UDWKHU DQ LQGLFDWLRQRIKRZ ORQJ WKH LQGLYLGXDOKDVEHHQD
PHPEHUVLQFHWKHVRFLDOQHWZRUNVL]HWHQGVWRJURZDVWLPHSURJUHVVHV
 &RUUHODWLRQDO DQDO\VHV LQGLFDWHG VHYHUDO QRWDEOH UHODWLRQVKLSV DPRQJ WKH
VFDOHVXWLOL]HGLQWKHVWXG\7KHVHFRUUHODWLRQVHPSKDVL]HWKHUHOLDELOLW\RIWKHPHD
VXUHVVLQFHVHYHUDORIWKHPPHDVXUHVHOIHVWHHP7DEOHGLVSOD\VWKHFRUUHODWLRQ
PDWUL[&RQVLVWHQWZLWKSUHYLRXV UHVHDUFK WKHUHZDVD FRUUHODWLRQEHWZHHQ VHOI
HVWHHPDQGWKHIUHTXHQF\RI)DFHERRNXVH,QSDVWUHVHDUFK0HKGL]DKIRXQGD
QHJDWLYHFRUUHODWLRQEHWZHHQVHOIHVWHHPDVPHDVXUHGE\WKH5RVHQEHUJWUDLWVHOI
HVWHHPVFDOHDQGWKHQXPEHURIWLPHV)DFHERRNZDVFKHFNHGSHUGD\U S
6LPLODUO\LQWKHSUHVHQWVWXG\WKHUHZDVDVPDOOEXWVLJQL¿FDQWFRUUHODWLRQ
EHWZHHQWKHVRFLDOVXEVFDOHRI&XUUHQW7KRXJKW6FDOHDQGWKHIUHTXHQF\RI)DFH
ERRNXVHDVPHDVXUHGE\WKH)%,7KLVLQGLFDWHVWKDW/RZ6(VPD\EHPRUHDW
WUDFWHGWRWKHVRFLDORSSRUWXQLWLHVWKDW)DFHERRNSURYLGHV)DFHERRNPD\EHXVHIXO
IRU/RZ6(VEHFDXVHLWPD\EHDOHVVLQWLPLGDWLQJYHQXHIRUZKDW6WHLQIHOG(OOLVRQ
DQG/DPSHFDOO³EULGJLQJVRFLDOFDSLWDO´ZKLFKLVWKHEHQH¿WVRIDKHWHURJHQHRXV
QHWZRUN RIZHDN WLHV )DFHERRN SURYLGHV D YLUWXDO YHQXH IRU H[SDQGLQJ FORVH
SHUVRQDO QHWZRUNV E\ DOORZLQJ LQGLYLGXDOV PRUH RSSRUWXQLWLHV WR FRPPXQLFDWH
WKURXJKIHDWXUHVVXFKDVSUR¿OHSDJHVVWDWXVXSGDWHVDQGPHVVDJLQJ$GGLWLRQDOO\
LQIRUPDWLRQIRXQGWKURXJKEURZVLQJSUR¿OHVPD\EHXVHGWRLQLWLDWHIDFHWRIDFH
FRPPXQLFDWLRQ
,ELG
6HH5HI
6HH5HI

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/LPLWDWLRQV
 7KHSUHVHQWVWXG\LVOLPLWHGE\LWVIDLUO\VPDOOVDPSOHVL]H:KLOHSDU
WLFLSDQWVFRPSOHWHG WKHVWXG\RQO\ WKHXSSHUDQG ORZHUH[WUHPLWLHVRI WUDLW VHOI
HVWHHPZHUHLQFOXGHGLQVHYHUDORIWKHDQDO\VHV)XWXUHUHVHDUFKVKRXOGXWLOL]HD
ODUJHUVDPSOHVL]HLQRUGHUWRLQFUHDVHVWDWLVWLFDOSRZHU$QRWKHUOLPLWDWLRQRIWKLV
VWXG\ZDVWKHHIIHFWLYHQHVVRIWKH)DFHERRNSUR¿OHWRFUHDWHDPHDQLQJIXOVRFLDO
FRPSDULVRQ$OWKRXJKUHVSRQGHQWVUDWHGWKHXSZDUGYVGRZQZDUGSUR¿OHVDVUH
ÀHFWLQJVWDWLVWLFDOO\VLJQL¿FDQWO\GLIIHUHQWOHYHOVRIVRFLDELOLW\) S 
WKHQHXWUDOSUR¿OHZDVQRWSHUFHLYHGDVEHLQJVLJQL¿FDQWO\GLIIHUHQWWKDQWKH
GRZQZDUGSUR¿OH7KLV VXJJHVWV WKDW HLWKHU WKHQHXWUDOSUR¿OHGHVLJQHGZDVQRW
HIIHFWLYHRUWKDWLWLVQRWSRVVLEOHIRUD)DFHERRNSUR¿OHWREHWUXO\QHXWUDOVLQFH
WKHQDWXUHRISUR¿OHVLVWRHOLFLWSHUFHSWLRQVDQGMXGJPHQWVDERXWWKHIHDWXUHGLQ
GLYLGXDO)XWXUHUHVHDUFKPLJKWDLPWRPRUHUHDOLVWLFDOO\UHSOLFDWHWKHH[SHULHQFH
RI)DFHERRNEURZVLQJE\LQFRUSRUDWLQJDVRFLDOFRQQHFWLRQEHWZHHQWKH)DFHERRN
XVHUDQGWKHLQGLYLGXDOLQWKHSUR¿OH7KLVW\SHRIVRFLDOFRQQHFWLRQPD\EHQHFHV
VDU\IRUDUHOHYDQWVRFLDOFRPSDULVRQ
 :KLOHHIIRUWVZHUHPDGHWRXWLOL]HHIIHFWLYHPHDVXUHPHQWVRIWUDLWVHOIHV
WHHPDQGVWDWHVHOIHVWHHPLQWKLVVWXG\DSUHDQGSRVWWHVWGHVLJQXVLQJWKHVDPH
VWDWHVHOIHVWHHPPHDVXUHPD\EHDPRUHDFFXUDWHLQGLFDWRURIÀXFWXDWLRQVLQVWDWH
VHOIHVWHHP )XUWKHUPRUH WKH ORQJWHUP HIIHFWV RI )DFHERRN XVH RQ VHOIHVWHHP
FDQQRWEHXQGHUVWRRGIURPDVLQJOHVWXG\,WZRXOGEHYDOXDEOHWRFRQGXFWDORQJL
WXGLQDOVWXG\RI)DFHERRNXVHDQGVHOIHVWHHP
&RQFOXVLRQ
 :LWKRYHUELOOLRQDFWLYH)DFHERRNPHPEHUVWKHZLGHVSUHDGXVHRI)DFH
ERRNPDNHVWKLVWRSLFRIVWXG\ERWKLQWHUHVWLQJDQGSHUWLQHQW:KLOHWKHUHDUHYDUL
RXVUHDVRQVWKDWXVHUVFODLPWKH\XWLOL]H616VWKLVVWXG\H[SORUHVWKHSRVVLELOLW\
WKDW)DFHERRNEURZVLQJFDQEHSRWHQWLDOO\GHWULPHQWDO WRRQH¶VVWDWHVHOIHVWHHP
DQGPRRG7KH H[SORUDWRU\ QDWXUH RI WKH VWXG\ SURYLGHV DQ LQWURGXFWLRQ WR WKLV
UHODWLRQVKLSEXWLVE\QRPHDQVFRQFOXVLYH7KHHIIHFWRI616VRQVHOIHVWHHPFRQ
WLQXHVWREHDUHOHYDQW\HWFRPSOH[DUHDRIVWXG\
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LVDSV\FKRORJ\PDMRUDQGELRORJ\PLQRUDQG
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+RVSLWDO0HGLFDO&HQWHUDQGDELRIHHGEDFNUHOD[DWLRQDLGHDW3DLQ6ROXWLRQV
1HWZRUN³6RFLDO&RPSDULVRQRQ)DFHERRN7KH(IIHFWVRQ6WDWH6HOI(VWHHP
DQG0RRG´ZDVVSRQVRUHGE\'U.DWKOHHQ+DUW3URIHVVRURI3V\FKRORJ\
+RVSLWDO&KDUJH)XQFWLRQ(VWLPDWLRQ
DQG6WXG\RI6RPH,QWHUDFWLRQV
$&DVH6WXG\RI'LDEHWLFV
"MMJTPO4NJUI
$EVWUDFW
,Q WKLV VWXG\ZHKDYH SURSRVHG WKH EDFNZDUG HOLPLQDWLRQ UHJUHVVLRQPHWKRG WRPRGHO
KRVSLWDO³FKDUJHV´IRUGLDEHWLFSDWLHQWV$OWKRXJKFKDUJHVDQGFRVWIXQFWLRQVDUHUHODWHG
OLWHUDWXUHVKRZVWKDWERWKHFRQRPLFWKHRU\EDVHGPHWKRGVDQGUHJUHVVLRQEDVHGPHWKRGV
KDYH EHHQ HPSOR\HG LQPRGHOLQJ WKH FRVW IXQFWLRQ %XVLQHVV&RPSDQ\¶V LQWHUHVW:H
KDYHGHYHORSHGDQLQWHUDFWLYHPXOWLYDULDWHUHJUHVVLRQPHWKRGIRUPRGHOLQJFKDUJHV3D
WLHQWV¶ LQWHUHVWDVFKDUJH LVDPRUH³QDWXUDO´IXQFWLRQRI WKHGHPRJUDSKLFVRISDWLHQWV
0RUHRYHUYDULRXV¿UVWRUGHULQWHUDFWLRQVDPRQJH[SODQDWRU\YDULDEOHVRIKRVSLWDOFKDUJHV
IRUWKHVHSDWLHQWVKDYHEHHQLQYHVWLJDWHG
,QWURGXFWLRQ
 7KHUHFHQWWUHQGLQKRVSLWDOEXVLQHVVHVVKRZVWKDWKRVSLWDOVSODFHLPSRU
WDQFHRQSURYLGLQJSULFLQJLQIRUPDWLRQWRWKHSXEOLF,QRUGHUWRJLYHFRQVXPHUV
WKHLQIRUPDWLRQWKH\DUHORRNLQJIRUKRVSLWDOVDUHDOORZLQJXVHUVWRHDVLO\DFFHVV
FKDUJHLQIRUPDWLRQIRUDQ\W\SHRILQSDWLHQWKRVSLWDOL]DWLRQ7KHSULPDU\FRQFHUQ
IRUDSDWLHQWLVDOZD\VWKHKRVSLWDO·V´FKDUJHVµLHWKHDPRXQWWKHKRVSLWDOFKDUJHV
DSDWLHQWRUKLVKHULQVXUHUIRUKRVSLWDOVHUYLFHV2QWKHRWKHUKDQGKRVSLWDOVDUH
LQWHUHVWHGLQWKHLUFRVWDQGSURÀWV
 7KHUHLVDORWRIOLWHUDWXUHRQWKHHVWLPDWLRQRIFRVWDQGSURÀWIXQFWLRQVEDVHG
PDLQO\RQHFRQRPLFPHWKRGVDQGVWDWLVWLFDOUHJUHVVLRQPHWKRGV7KHVHPHWKRGV
KDYHWKHLURZQDGYDQWDJHVDQGGLVDGYDQWDJHVDQGWKHUHLVQRVLQJOHPHWKRGWKDW
;-859ROXPH-XO\


4NJUI)PTQJUBM$IBSHF
LVSUHGRPLQDQWO\DFFHSWHG-RKQVRQKDVGHYHORSHGDQGDSSOLHGVRPHFRVWLQGLFHV
EDVHGRQUHJUHVVLRQPHWKRGV:KHQWKHREMHFWLYHLVWRSUHGLFWWKHFRVWIRUDVLQJOH
SDWLHQWWKHOLWHUDWXUHVXJJHVWVWKDWRQHVKRXOGFKRRVHDUHJUHVVLRQPRGHOEDVHGRQ
WKHTXDOLW\RILWVSUHGLFWLRQV7KHREMHFWLYHRIWKLVVWXG\ZDVWRHVWLPDWHDFKDUJH
IXQFWLRQLQRUGHUWRGHWHUPLQHWKHFKDUJHIRUDSDWLHQWZLWKGLDEHWHV
 $PRQJUHJUHVVLRQPHWKRGVWKHPRVWVWXGLHGPRGHOLV
&RVW I5&&HL
ZKHUHHLLVWKHUHVLGXDOFRPSRQHQWRIWKHPRGHOZKLFKLVDVVXPHGWREHQRUPDOO\
GLVWULEXWHGZLWKPHDQ]HURDQGVRPHFRQVWDQWVWDQGDUGGHYLDWLRQ7KHPRVWVWXG
LHGIRUPVRIWKHIXQFWLRQ´IµDUHWKHORJQRUPDODQGSRO\QRPLDOIXQFWLRQV
 7KH UDWLRRI FRVWWRFKDUJH 5&& LV GHÀQHGDV D UDWLRRIZKDW DGD\ LQ
WKHKRVSLWDOFRVWVDQGZKDWWKHKRVSLWDOFKDUJHVLHWKHFRVWGLYLGHGE\ZKDWWKH
KRVSLWDOFKDUJHVWKHFORVHUD5&&LVWRWKHOHVVGLIIHUHQFHWKHUHLVEHWZHHQWKH
DFWXDOFRVWVDQGWKHKRVSLWDO·VJURVVFKDUJHV7KH5&&YDULHVIURPVWDWHWRVWDWH
)RUH[DPSOHWKHDYHUDJH5&&LQ&DOLIRUQLDLVZKLFKPHDQVKRVSLWDOVWKHUH
DUHFKDUJLQJURXJKO\WKUHHWLPHVWKHLUFRVWV
 6KZDUW] HW DO KDV IRXQG WKDW5&&FDOFXODWHG FRVWV DUHQRW D JRRGEDVLV
IRUGHWHUPLQLQJ WKHFRVWVRI LQGLYLGXDOSDWLHQWVKRZHYHU5&&SHUIRUPVEHWWHU
ZKHQH[DPLQLQJDYHUDJHFRVWVSHUGLDJQRVLVUHODWHGJURXS'5*7KHVWXG\UH
YHDOVWKDW5&&VDUHPRUHUHOLDEOHZKHQFRPSDULQJWKHUHODWLYHFRVWRISDWLHQWVLQ
D'5*LQRQHKRVSLWDOWRWKHDYHUDJHFRVWRISDWLHQWVLQWKHVDPH'5*LQDJURXS
RIKRVSLWDOV2YHUWKHSDVW\HDUVWKHUHKDVEHHQDODUJHLQFUHDVHLQWKHXVHRI
VRSKLVWLFDWHG KRVSLWDO FRVW DFFRXQWLQJ DQGPDQDJHPHQW LQIRUPDWLRQ V\VWHPV ,Q
PRVWFDVHVFRVWVLQWKHVHV\VWHPVDUHHVWLPDWHGXVLQJUHODWLYHYDOXHXQLWV598V
8QGHUWKH598DSSURDFKHDFKLWHPFRQVXPHGLQDGHSDUWPHQWLVDVVLJQHGDYDOXH
WKDWUHÁHFWVLWVUHODWLYHFRVWOLQHVVFRPSDUHGWRDGHSDUWPHQWDOEDVHOLQHFRVW7KH
6HH5HIHUHQFHV
6HH5HI
6HH5HI
6HH5HI
6HH5HI
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598PHWKRGLVJHQHUDOO\FRQVLGHUHGPRUHDFFXUDWHWKDQWKH5&&PHWKRGEHFDXVH
LWGLUHFWO\LQFRUSRUDWHVUHODWLYHFRVWLQIRUPDWLRQRQHDFKLWHPFRQVXPHG
 ,WLVLPSRUWDQWWRUHDOL]HWKDWWKHVHHVWLPDWHVDUHMXVWHVWLPDWHVDQGFKDUJHV
DUHWKHVDPHIRUDOOSDWLHQWV+RZHYHUSDWLHQWV·ÀQDQFLDOUHVSRQVLELOLWLHVPD\YDU\
GHSHQGLQJRQSD\PHQWSODQVQHJRWLDWHGZLWKLQGLYLGXDOKHDOWKLQVXUHUVHWF3URIHV
VLRQDOIHHVIRUSK\VLFLDQVHUYLFHVDVVRFLDWHGZLWKVXUJHRQVUDGLRORJLVWVSDWKROR
JLVWVDQHVWKHVLDDGPLQLVWUDWRUVDQGRWKHUVDUHDOVRQRWUHÁHFWHGDQGZLOOEHELOOHG
VHSDUDWHO\E\WKHSK\VLFLDQ7KLVVWXG\KDVSURSRVHGDVSHFLDOUHJUHVVLRQPHWKRG
RIHVWLPDWLQJWKHFKDUJHYDOXHIRUWKHSDWLHQWVRIGLDEHWHV7KHPHWKRGGHYHORSHG
FDQHDVLO\EHH[WHQGHGWRDQ\GLVHDVHSURYLGHGWKDWWKHGDWDLVDYDLODEOH
'LDEHWHV6WDWLVWLFV
 'LDEHWHVLVDFKURQLFGLVHDVHWKDWDIIHFWVPLOOLRQ$PHULFDQVSHU\HDU
PLOOLRQLQ,WUHVXOWVIURPDKLJKOHYHORIJOXFRVHLQWKHERG\DQGFDQ
OHDGWRVHULRXVFRPSOLFDWLRQVVXFKDVKHDUWDWWDFNVWURNHEOLQGQHVVDQGOLPEORVV
7KLVFDQUHVXOWLQWLPHLQWKHKRVSLWDODQGSRWHQWLDOO\LQFXUJUHDWFRVWVIRUGLDEHWHV
SDWLHQWV,QWKHPHDQFRVWRIKRVSLWDOL]DWLRQIRUSDWLHQWVZLWKGLDEHWHVZDV
FRPSDUHGWRIRUSDWLHQWVZLWKRXWGLDEHWHV$FFRUGLQJWR.DLVHU
+HDOWKWKHGLVHDVHFRVWV$PHULFDQVELOOLRQD\HDULQKRVSLWDOELOOVDFFRXQWLQJ
IRURIWRWDOKRVSLWDOVSHQGLQJ7KHUHDUHWZRW\SHVRIGLDEHWHV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 'LDEHWHVFDUULHVDUDQJHRIULVNVLQFOXGLQJGLDEHWLFVKRFNKHDUWDWWDFNDQG
VWURNH7KH LQFLGHQFHRIKRVSLWDODGPLVVLRQV UHODWHG WRGLDEHWHVYDULHVZLWKDJH
OHQJWKRIVWD\DQGFRPRUELGLWLHVDVVRFLDWHGZLWKHDFKSDWLHQW,QWXLWLYHO\LWVHHPV
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WDOSDWLHQW7KLVVWXG\HYDOXDWHGWKHFRQWULEXWLRQRIOHQJWKRIVWD\DJHWRWDOQXP
EHURIFRPRUELGLWLHVDQGVHYHULW\RILOOQHVVWRWRWDOFKDUJHIRUGLDEHWHVSDWLHQWV7KH
GDWDVKRZHGWKDWOHQJWKRIVWD\FRQWULEXWHGWKHPRVWZLWKDFRUUHODWLRQFRHIÀFLHQW
RI7RWDOQXPEHURIFRPRUELGLWLHVDOVRFRQWULEXWHGJUHDWO\7KLVFRXOGEHDW
WULEXWHGWRWKHIDFWWKDWPDQ\FRPRUELGLWLHVRIGLDEHWHVSDWLHQWVDUHFKURQLFFRQGL
WLRQVZKLFKWHQGWROHDGWRKLJKHUKHDOWKFDUHFRVWV,QDUHVHDUFKVWXG\GRQHE\
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ÀYHPDMRUFKURQLFFRQGLWLRQVLQWKH86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LVPRUHVXVFHSWLEOH WRFRPSOLFDWLRQVVXFKDVKHDUWGLVHDVHDQGK\SHUWHQVLRQ$V
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FDUHFRVWVPD\QRWEHJHQHUDOL]DEOHWRRWKHUGLVHDVHSURFHVVHVRUWLPHSHULRGV2XU
ÀQGLQJVDUHHVVHQWLDOO\OLPLWHGWRKRVSLWDODGPLVVLRQVLQWKH86LQDQGIRU
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 ,QWKLVUHVHDUFKVWXG\ZHGHVFULEHKRZWKHEDFNZDUGHOLPLQDWLRQUHJUHV
VLRQPHWKRGFDQEHXVHGWRÀQGWKHLQWHUDFWLYHPXOWLYDULDWHUHJUHVVLRQPRGHOVIRU
WKHKRVSLWDOFKDUJHRIGLDEHWLFSDWLHQWV OLYLQJ LQ WKH1RUWKHDVWHUQ8QLWHG6WDWHV
7KHH[DPSOHLQWURGXFHGXQGHUWKHWLWOH0RGHODSSOLFDWLRQGHPRQVWUDWHVKRZWKHVH
PRGHOVFDQEHXVHGWRHVWLPDWHSRVVLEOHFKDUJHIRULQSDWLHQWKRVSLWDOGLDEHWLFSD
WLHQWV7KHLQWHUDFWLRQVRIYDULRXVLPSRUWDQWYDULDEOHVVKHGVOLJKWRQVRPHLQWHUHVW
LQJ IDFWV UHODWHG WR WKHG\QDPLFVRI WKHKRVSLWDOFKDUJH7KHPDMRUFRQWULEXWLQJ
IDFWRUVWRWKHWRWDOFRVWRIKRVSLWDOL]DWLRQIRUGLDEHWHVSDWLHQWVZHUHLGHQWLÀHGDQG
PRGHOVXVHG WRGHVFULEH WKH WRWDOFRVWZHUHGHWHUPLQHG7KHPDMRUFRQWULEXWLQJ
IDFWRUVZHUHDJHOHQJWKRIKRVSLWDOVWD\WRWDOQXPEHURIFRPRUELGLWLHVDQGVHYHU
LW\RILOOQHVVDORQJZLWKWKHLUYDULRXVRUGHURILQWHUDFWLRQV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 7KHPRVWVLJQLÀFDQWFRUUHODWLRQVZHUHEHWZHHQWRWDOFRVWDQGOHQJWKRIKRV
SLWDO VWD\ IROORZHGE\ DJH DQG WRWDO QXPEHURI FRPRUELGLWLHV$V WKH OHQJWKRI
VWD\LQFUHDVHGVRGLGWKHWRWDOFKDUJHDQGDVDJHLQFUHDVHGVRGLGWKHQXPEHURI
FRPRUELGLWLHV7KHQXPEHURISHRSOHSD\LQJZLWKSULYDWHLQVXUDQFHLQFUHDVHGZLWK
LQFRPHOHYHODQGGHFUHDVHGZLWKDQLQFUHDVHLQWRWDOFKDUJH7KHQXPEHURISHRSOH
SD\LQJZLWK0HGLFDUH VWD\HG DERXW WKH VDPHZLWK LQFUHDVLQJ LQFRPH OHYHO DQG
LQFUHDVHGZLWKLQFUHDVLQJWRWDOFKDUJH7KHKLJKHVWFKDUJHVZHUHLQWKH1RUWKHDVW
DQG:HVWHUQUHJLRQVRIWKH8QLWHG6WDWHV$OORIWKHVHIDFWVZHUHGHWHUPLQHGE\
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DQGWKHPRGHOVGHWHUPLQHGXVLQJEDFNZDUGUHJUHVVLRQLWEHFRPHVXQSUREOHPDWLF
WRPDNHDQDFFXUDWHSUHGLFWLRQRIWRWDOFKDUJHIRUDQ\GLDEHWLFSDWLHQW
$FNQRZOHGJHPHQWV
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